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REORGANIZATION PLAN NO. 1 OF 1952 
(Bureau of Internal Revenue) 


FRIDAY, JANUARY 18, 1952 


Hovusr or REPRESENTATIVES, 
COMMITTEE ON EXPENDITURES IN THE 
EXECUTIVE DEPARTMENTS, 
Wash ington, p. C. 

The committee met, pursuant to call, at 10:10 a. m., in room 1310, 
New House Office Building, Hon. William L. Dawson, chairman, 
presiding. 

Present: Representatives Dawson (chairman), Holifield, Lanham, 
Hardy, Karsten, McCormack, Bonner, Burnside, Bolling, Dorn, 
Lantaff, Baring, Hoffman, Mrs. Harden, Brownson, Curtis, Mrs. 
Church, McVey, Bush, and Reed. 

Also present: Christine Ray Davis, chief clerk, Annabelle Zue, 
minority clerk, Thomas A. Kennedy, general counsel, William A. 
Young, staff director. and Herbert Roback, staff member. 

The CuarrmMan. Will the committee please come to order? 

There is a quorum present. 

We have met this morning for consideration of Reorganization 
Plan No. 1 of 1952. 

The law provides that the plan shall become law in 60 days unless 
a resolution of disapproval is filed within that time, and that if a 
resolution of disapproval is filed, this committee shall act on the same 
within 10 days. 

I will read to you the message from the President of the United 
States, and the Reorganization Plan, which 1s short. 

To the Congress of the United States: 

I transmit herewith Reorganization Plan No. 1 of 1952, prepared in accordance 
with the Reorganization Act of 1949 and providing for reorganizations in the 
Bureau of Internal Revenue of the Department of the Treasury. 

Mr. Bonner. I would like to have that put in the record without 
reading it. Will you yield? 

The Cuarrman. Yes. If that is the will of the committee. 

Mr. Bonner. I move that it be inserted in the record of the com- 
mittee. 

The CuarrmMan. It has been moved that the message of the Presi- 
dent and the Reorganization Plan be included in the record and that 
the present reading be dispensed with. 

You have heard the motion. Are you ready to vote? 

All in favor let it be known by saying, ‘‘Ave’’; opposed, ‘‘ No.” 

The reading of the message and the Reorganization Plan will be 
dispensed with and be made a part of the record. 
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REORGANIZATION PLAN NO. 1 OF 1952 


(The message from the President of the United States and Reor- 
ganization Plan No. 1 of 1952 are as follows:) 


{H. Doe. No. 327, 82d Cong., 2d sess.] 


MessacE From THE PRESIDENT oF THE UNiTrep States TRANSMITTING REOR- 
GANIZATION Pian No. 1 or 1952, Provipinc ror REORGANIZATIONS IN THE 
BuREAU OF INTERNAL REVENUE OF THE DEPARTMENT OF THE TREASURY, 
PREPARED IN ACCORDANCE WITH THE REORGANIZATION Act oF 1949 


To the Congress of the United States: 

I transmit herewith Reorganization Plan No. 1 of 1952, prepared in accordance 
with the Reorganization Act of 1949 and providing for reorganizations in the 
Bureau of Internal Revenue of the Department of the Treasury. 

A comprehensive reorganization of that Bureau is necessary both to increase 
the efficiency of its operations and to provide better machinery for assuring 
honest and impartial administration of the internal revenue laws. The re- 
organization plan transmitted with this message is essential to accomplish the 
basic changes in the structure of the Bureau of Internal Revenue which are 
necessary for the kind of comprehensive reorganization that is now required. 

By bringing additional personnel in the Bureau of Internal Revenue under the 
merit system, Reorganization Plan No. 1 likewise removes what the Commission 
on Organization of the Executive Branch of the Government described as “one 
of the chief handicaps to effective organization of the Department * * *.,” 

It is my determination to maintain the highest standards of integrity and 
efficiency in the Federal service. While those standards have been observed 
faithfully by all but a relatively few public servants, the betrayal of their trust 
by those few demands the strongest corrective action. 

The most vigorous efforts are being and will continue to be made to expose and 
punish every Government employee who misuses his official position. But we 
must do even more than this. We must correct every defect in organization that 
contributes to inefficient management and thus affords the opportunity for im- 
proper conduct. 

The thorough reorganization of the Bureau of Internal Revenue which I pro- 
pose will be of great help in accomplishing all of these ends. It is an integral 
part of a program to prevent improper conduct in public service, to protect the 
Government from insidious influence peddlers and favor seekers, to expose and 
punish wrongdoers, and to improve the management and efficiency of the execu- 
tive branch. 

I am confident that the Congress and the public are as deeply and earnestly 
concerned as I am that the public business be conducted entirely upon a basis of 
fairness, integrity, and efficiency. I therefore hope that the Congress will give 
speedy approval to Reorganization Plan No. 1, in order that we may move ahead 
rapidly in achieving the reorganization of the Bureau of Internal Revenue. 

The task of collecting the internal revenue has expanded enormously within the 
past decade. This expansion has been occasioned by the necessary additional 
taxation brought on by World War II and essential postwar programs. In fiscal 
year 1940, tax collections made by the Bureau of Internal Revenue were slightly 
over 5% billions of dollars; in 1951, they totaled almost 50% billions. In 1940, 
19 million tax returns were filed; in 1951, 82 million. In 1940, there were 22,000 
employees working for the Bureau; in 1951, there were 57,000. 

Throughout this tremendous growth, the structure of the revenue-collecting 
organization has remained substantially unchanged. The present field structure 
of the Bureau of Internal Revenue is comprised of more than 200 field offices 
which report directly to Washington. Those 200 offices carry out their functions 
through more than 2,000 suboffices and posts of duty throughout the country. 
The Washington office now provides operating supervision, guidance, and control 
over the principal field offices through 10 separate divisions, thus further adding 
to the complexities of administration. 

Since the end of World War II, many procedural improvements have been made 
in the Bureau’s operations. The use of automatic machines has been greatly in- 
creased. The handling of cases has been simplified. One major advance is repre- 
sented by the recently completed arrangements to expedite criminal prosecutions 
in tax-fraud cases. In these cases, field representatives of the Bureau of Internal 

tevenue will make recommendations for criminal prosecutions directly to the 
Department of Justice. These procedural changes have increased the Bureau’s 
efficiency and have made it possible for the Bureau to carry its enormously in- 
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creased workload. However, improvements in procedure cannot meet the need 
for organizational changes. 

Part of the authority necessary to make a comprehensive reorganization was 
provided in Reorganization Plan No. 26 of 1950, which was one of several uniform 
plans giving department heads fuller authority over internal organizations through- 
out their departments. The studies of the Secretary of the Treasury have cul- 
minated since that time in a plan for extensive reorganization and modernization 
of the Bureau. However, his existing authority is not broad enough to permit 
him to effectuate all of the basic features of the plan he has developed. 

The principal barrier to effective organization and administration of the Bureau 
of Internal Revenue which plan No. 1 removes is the archaic statutory office of 
collector of internal revenue. Since the collectors are not appointed and cannot 
be removed by the Commissioner of Internal Revenue or the Secretary of the 
Treasury and since the collectors must accommodate themselves to local political 
situations, they are not fully responsive to the control of their superiors in the 
Treasury Department. Residence requirements prevent moving a collector from 
one collection district to another, either to promote impartiality and fairness or 
to advance collectors to more important positions. Uncertainties of tenure add 
to the difficulty of attracting to such offices persons who are well versed in the 
intricacies of the revenue laws and possessed of broad-gaged administrative 
ability. 

It is appropriate and desirable that major political offices in the executive branch 
of the Government be filled by persons who are appointed by the President by 
and with the advice and consent of the Senate. On the other hand, the technical 
nature of much of the Government’s work today makes it equally appropriate 
and desirable that positions of other types be in the professional career service. 
The administration of our internal-revenue laws at the local level calls for positions 
in the latter category. 

Instead of the present organization built around the offices of politically ap- 
pointed collectors of internal revenue, plan No. 1 will make it possible for the 
Sectetary of the Treasury to establish not to exceed 25 district offices. Each of 
these offices will be headed by a district commissioner who will be responsible to 
the Commissioner of Internal Revenue and will have full responsibility for 
administering all internal-revenue activities within a designated area. In addi- 
tion, all essential collection, enforcement, and appellate functions can be provided 
for in each local area and under one roof so far as is practicable, It is not proposed 
to discontinue any essential facilities which now exist in any local areas. Rather, 
the facilities will be extended and the service to taxpayers improved. These new 
arrangements should make it possible for the individual taxpayer to conduct his 
business with the Bureau much more conveniently and expeditiously. 

In addition to making possible greatly improved service to the taxpaver, the 
establishment of the district offices will provide opportunity in the field service 
of the Bureau of Internal Revenue for the development of high-caliber adminis- 
trators with experience in all phases of revenue administration. These offices 
will be the backbone of a modern, streamlined pattern of organization and opera- 
tions with clear and direct channels of responsibility and supervision from the 
lowest field office to the Commissioner, and through him to the Secretary of the 
Treasury. The creation of this new framework of district offices is a necessary 
step in carrying out the over-all reorganization of the Bureau. 

Plan No. 1 also makes it possible to provide a new framework of supervisory 
offices in the headquarters of the Bureau of Internal Revenue. Under plan No. 
1, the offices of Deputy Commissioner, Special Deputy Commissioner, and Assist- 
ant Commissioner are abolished. Three Assistant Commissioners, all in the classi- 
fied civil service, are authorized, and will be available, to perform such functions 
as may be assigned to them. The intention of the Secretary of the Treasury 
under the comprehensive reorganization is to utilize one Assistant Commissioner 
to assist the Commissioner of Internal Revenue in supervising the operations of 
the district offices, another Assistant Commissioner to aid in the preparat‘on of 
technical rulings and decisions, and the third Assistant Commissioner to super- 
vise for the Commissioner the inspection activities of the Bureau, 

Two additional advantages will be obtained when the reorganization around 
this new framework is completed. 

First, the strong inspection Service which the Secretary is establishing will keep 
the work of the Bureau under close and continuous observation. Working under 
the direet control of the Commissioner of Internal Revenue, it will be responsible 
for promptly detecting and investigating any irregularities. 
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Second, the new pattern of organization will strengthen and clarify lines of re- 
sponsibility throughout the Bureau, thus simplifying and making more effective 
and uniform the management control of the organization. This is essential in 
any effort to provide our principal revenue collection agency the best possible 
administration. 

In order to eliminate Presidential appointment and senatorial confirmation 
with respect to the Assistant General Counsel for the Bureau of Internal Revenue, 
and in order to provide a method of appointment comparable to that obtaining 
in the case of other assistant general counsel of the Department of the Treasury, 
plan No. 1 abolishes that office and provides in lieu thereof a new office of Assist- 
ant ened Counsel with appointment under the classified civil service. 

The success of the reorganization of the Bureau of Internal Revenue will to a 
considerable extent depend upon the ability to attract the best qualified persons 
to the key positions throughout the Bureau. In order to do so, it is necessary 
to make provision for more adequate salaries for such key positions. Plan No. 
establishes in the Bureau of Internal Revenue a maximum of 70 offices with titles 
determined by the Secretary of the Treasury. Those offices are in addition to 
the offices with specific titles also provided for in plan No. 1 and to any positions 
established under other authority vested in the Department of the Treasury. 
The compensation of these officials will be fixed under the Classification Act of 
1949, as amended, but without regard to the numerical limitations on positions 
set forth in section 505 of that act. This provision will enable the Chairman of 
the Civil Service Commission, or the President, as the case may be, to fix rates 
of pay for those offices in excess of the rates established in the Classification Act 
Act of 1949 for grade GS-15 whenever the standards of the classification laws 
so permit. 

All organizational changes under plan No. 1 will be put into effect as soon as it 
is possible to do so without disrupting the continued collection of revenue. Plan 
No. 1 will in any event be effective in its entirety no later than December 1, 1952 

The taking effect of the reorganizations provided for in Reorganization Plan 
No. 1 of 1952 will make possible many benefits in improved organization and 
operations which may be expected to produce substantial savings in future years. 
Those savings should not be expected to be reflected in an immediate reduction 
in expenditure by the Bureau of Internal Revenue but in an improved service to 
the public and a more efficient collection of reve "? 

It should be emphasized that abolition by plan No. 1 of the offices of collectors 
and others will in no way prejudice any right or potential right of any taxpayer. 
The abolition of offices by plan No. 1 will not abolish any rights, privileges, powers, 
duties, immunities, liabilities, obligations, or other attributes of those offices ex- 
cept as they relate to matters of appointment, tenure, and compensation incon- 
sistent with plan No. 1. Under the Reorganization Act of 1949, all of these 
attributes of office will attach to the office to which the functions of the abolished 
office are delegated by the Secretary of the Treasury. 

After investigation, I have found and hereby declare that each reorganization 
included in Reorganization Plan No. 1 of 1952 is necessary to accomplish one or 
more of the purposes set forth in section 2 (a) of the Reorganization Act of 1949. 

I have vee and hereby declare that it is necessary to include in the accompany- 
ing Reorganization Plan No. 1, by reason of reorganizations made thereby, pro- 
visions for the appointment and compensation of the officers specified therein. 
The rates of compensation fixed for these officers are not in excess of those which I 
have found to prevail in respect of comparable officers in the executive branch. 


I cannot emphasize too strongly the importance which should be attached to 
the reorganization plan that I am now transmitting to the Congress. The fair 
and efficient administration of the Federal internal-revenue laws is of vital concern 
to every citizen. All of us have a right to insist that the Bureau of Internal 
Revenue be provided with the finest organization that can be devised. All of us 
are entitled to have that organization manned by personnel who get their jobs and 
keep them solely because of their own integrity and competence. This reorgani- 


zation plan will be a major step in achieving those objectives 
Harry S. TRUMAN. 
Tue Wuire House, January 14, 1952. 
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REORGANIZATION PLAN No. 1 oF 1952 
Prepared by the President and transmitted to the Senate and the House of Representatives in Congress 
assembled, January 14, 1952, pursuant to the provisions of the Reorganization Act of 1949, approved 
June 20, 1949 
BUREAU OF INTERNAL REVENUE 


Section 1. Abolition of existing offices —There are abolished the offices of 
Assistant Commissioner, Special Deputy Commissioner, Deputy Commissioner, 
Assistant General Counsel for the Bureau of Internal Revenue, Collector, and 
Deputy Collector, provided for in sections 3905, 3910, 3915, 3931, 3941, and 
3990, respectively, of the Internal Revenue Code. The provisions of the foregoing 
sentence shall become effective with respect to each office abolished thereby at 
such time as the Secretary of the Treasury shall specify, but in no event later 
than December 1, 1952. The Secretary of the Treasury shall make such provisions 
as he shall deem necessary respecting the winding up of the affairs of any officer 
whose office is abolished by the provisions of this section. 

Src. 2. Establishment of new offices.—(a) New offices are hereby established in 
the Bureau of Internal Revenue as follows: (1) three offices each of which shall 
have the title of ‘‘Assistant Commissioner of Internal Revenue’’; (2) so many 
offices, not in excess of twenty-five existing at any one time, as the Secretary of the 
Treasury shall from time to time determine, each of which shall have the title of 
“district commissioner of internal revenue’’; and (3) so many other offices, not 
in excess of seventy existing at any one time, and with such title or titles, as the 
Secretary of the Treasury shall from time to time determine. 

(b) There is hereby established in the Department of the Treasury a new and 
additional office which shall have the title ‘‘Assistant General Counsel.” 

Sec. 3. Appointment and compensation. Each Assistant Commissioner and 
district commissioner, the Assistant General Counsel, and each other officer 
provided for in section 2 of this reorganization plan shall be appointed by the 
Secretary of the Treasury under the classified civil service and shall receive 
compensation which shall be fixed from time to time pursuant to the classification 
laws, as now or hereafter amended, except that the compensation may be fixed 
without regard to the numerical limitations on positions set forth in section 505 
of the Classification Act of 1949, as amended (5 U.S. C. 1105). 

Sec. 4. Transfer of functions.—There are transferred to the Secretary of the 
Treasury the functions, if any, that have been vested by statute in officers, 
agencies, or employees of the Bureau of Internal Revenue of the Department of 
the Treasury since the effective date of Reorganization Plan Numbered 26 of 1950 
(15. F. R. 4935). 

The CuarrMan. I willread the resolution of disapproval, H. Res. 494: 

JANUARY 15, 1952. 

Mr. Hoffman of Michigan submitted the following resolution, which was referred 

to the Committee on Expenditures in the Executive Departments: 
““RESOLUTION 

“Resolved, That the House of Representatives does not favor Reorganization 
Plan Numbered 1, transmitted to the Congress by the President on January 14, 
1952.” 

Mr. Horrman. It might be proper here to say that the resolution 
was introduced as a matter of form, to get a hearing. 

The CuarrMan. Do you have any other testimony that you would 
like to offer, or statement that you would like to make as the proponent 
of the resolution, other than that at this time? 

Mr. Horrman. Only that we would like to have Warren Olney, 
professor of the University of California, Berkeley, Calif., subpenaed, 
and also Thomas J. Doolen. 

The CuarrmMan. You would like to have them subpenaed? 

Mr. Horrman. Yes, sir; I would like to have them subpenaed, and 
then Mr. Ford, of the Fifth Michigan District, would like to appear. 

The CHarrMan. Would these witnesses come without subpena? 
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Mr. Horrman. I doubt it. I donot know. They probably would 
come, if you called them, or your clerk called them. 

The CuarrMan. Did you notify them? 

Mr. Horrman. I have not. 

Mr. McCormack. We are sitting as a full committee here and not 
as an investigating committee. It is only in connection with investiga- 
tions that you issue a subpena, as I understand it. 

Mr. Horrman. They have both expressed opinions as to the need 
for legislation after investigations in California, and they have, I am 
sure from what I have read in their report, very valuable inforniation. 

Mr. Ho.irretp. I move that the matter of subpenaing witnesses 
be postponed for an executive session of the committee for considera- 
tion. 

The CuarrMan. You have heard the motion. All in favor will 
let it be known by saying, ‘‘Aye’’; opposed, “‘No.” 

Mr. Horrman. No. I have no objection to having an executive 
session, but I do not want to miss any opportunity to present my 
desire to have them here. 

Mr. McCormack. They should be here. We are glad to have 
them, but it is up to them to voluntarily appear. 

I have never been invited to appear before a committee. I always 
appeared before a committee if | was wanted, in legislation. 

Mr. Horrman. My information is that one of these gentlemen, 
especially, has made extensive investigations, that he just will not 
because of pressure, submit his report voluntarily. 

Mr. Houirrevp. A ruling on the question, Mr. Chairman. 

The CHarrmMan. At a hearing of this kind I do not believe it has 
been the custom to compel witnesses to attend by the service of sub- 
pena. Under those circumstances we will invite the witness to be 
present and instruct the clerk to immediately take the address and 
send them a communication by wire, if they do not live within the 
immediate community. 

Mr. Horrman. They will be treated as though they had been 
subpenaed, insofar as expenses and per diem goes? 

The CuarrMan. That is a matter that will be determined by the 
chairman under the circumstances. 

Mr. Horrman. Of course, that position is absolutely sound if you 
take the further position that it is not the business of the committee 
to know what is going on and that Congress has no concern with 
reference to corruption and illegal action as it influences legislation 
its interpretation and administration. 

The CHarrmMan. That is a good speech, but has nothing to do with 
this plan No. 1. 

Mr. Horrman. It goes right to the heart of the necessity of adopting 
something—so the President himself has said, that it is necessary that 
we make some changes in order to eradicate, or at least lessen corrup- 
tion. 

The Cuarrman. I think everyone present knows the situation, 
knows the circumstances and can take into consideration the facts 
involved. We will move along. 

First of all, I wish to state that Mr. Riehlman is not present with 
us due to the illness of his wife, and if possible he will } in us. I would 
like the record to show that he is not with us for th: -eason. 











Chief 
Counsel ' 


Commi t tee 














































































































Assistants Accounts and 
8 Chief Collections 
Counsel Division 
Special . 
Assistants Employment 
to the Chief Tax 
Counsel Division 
a ee ee oe ee ee oe ee we eee ee eecteniamiemheshenhs wdenenceentens 
Field Organi 
13 
7 Offices of Supervisors 
Special 4 Penal of Accounts 
Assistants Regional and 
to the Offices Collections 
Chief Counsel District 
Offices 
13 Alcohol 
ote 12 Appeals meets “s 
Tobacco Tax Divistes — 
Divisions Offices (1 office) a 

















Approx. 1400 
Posts of 
Duty end 


Subof fices 

















REORGANIZATION PLAN NO. 1 OF 1952 7 


Mr. Boutine. There is no policy of these committees to pay wit- 
nesses’ expenses to come to Washington. 

The CuarrMan. The chairman will settle the question of policy. 
I think we can take care of that and proceed with the purpose of the 
meeting. 

We will call our first witness, the distinguished Secretary of the 
Treasury. 

Out of many millions of people in this country, a few of them are 
called from time to time to take up the reins of Government, as pro- 
vided by our Constitution, by becoming a member of the Cabinet sur- 
rounding the President; and certainly, when a citizen is so honored, 
any group of citizens are honored by having his presence among them. 

And at this time we are calling a member of the President’s Cabinet, 
John W. Snyder, Secretary of the Treasury, who will testify on the 
Presidential Reorganization Plan No. 1. 

Secretary Snyper. I have a prepared statement that I would like 
to read into the record with your permission and that of the committee. 

The CuarrMan. Does your statement identify you for the record? 

Secretary SnrypER. My name is John W. Snyder. 

The CuarrMan. You may proceed. 

Secretary Snyper. | would like to offer for the record a chart 
showing the present organization and the proposed organization of the 
Bureau of Internal Revenue, Department of the Treasury. 


STATEMENT OF HON. JOHN W. SNYDER, SECRETARY OF THE 
TREASURY; ACCOMPANIED BY E. H. FOLEY, UNDER SECRETARY 
OF THE TREASURY; THOMAS J. LYNCH, GENERAL COUNSEL, 
TREASURY DEPARTMENT; JOHN B. DUNLAP, COMMISSIONER, 
BUREAU OF INTERNAL REVENUE; WILLIAM W. PARSONS, 
ADMINISTRATIVE ASSISTANT SECRETARY, TREASURY DEPART- 
MENT; AND EDWARD F. BARTELT, FISCAL ASSISTANT SECRE- 
TARY, TREASURY DEPARTMENT 


Secretary Snyper. Mr. Chairman and members of the committee, 
I welcome this opportunity to appear before your committee on 
Reorganization Plan No. 1 of 1952, submitted to the Congress by 
the President on January 14. Since I have been Secretary of the 
Treasury I have devoted a great share of my efforts and taken many 
steps to improve the operations of the Bureau of Internal Revenue. 
The plan now before you represents the culmination of these efforts 
to keep the Bureau in pace with the Nation’s growing needs. 

Reorganization Plan No. 1 will authorize a basically improved, 
streamlined organization for the Bureau of Internal Revenue. The 
basic purposes of the plan are to assure the integrity and improve the 
efficiency of the service; to bring the service into full accord with the 
merit system of Government employment; and to afford greater con- 
venience and enlarged service to the taxpayer at his local level. 

The plan is the outgrowth of the many intensive studies of manage- 
ment improvement over the past few years. Those studies were 
conducted by groups within and without the Department. They 
came from congressional sources—for example, from this com- 
mittee, particularly in the stimulus it gave to improved executive 
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management through the authority and powers conferred by Reorgani- 
zation Plan No. 26. 

I might say that the Budget and Accounting Procedures Act of 1950, 
which this committee took such an active part in providing for us, 
will assist us very much as we progress with this plan, through its 
authorization for improved accounting procedures. 

The studies came from the Committee on Ways and Means and the 
Appropriations Committee of this House; from the Senate Finance 
Committee, the Joint Committee on Internal Revenue, and the 
Senate Expenditures Committee. They came from the Hoover 
Commission on Organization of the Executive Branch of the Govern- 
ment; from studies by outside management-engineering firms 
authorized by the Congress, and lastly from the facts and analyses 
in the records of the King subcommittee of the House Ways and 
Means Committee inquiring into the administration of internal- 
revenue laws. The plan draws upon the best features, I believe, of 
those many important studies. 

At the outset, | want to give you the main outlines of the plan. 
Commissioner Dunlap and his staff assistants are prepared to give 
full supplemental charts and specifications. 

The contemplated reorganization of the Bureau involves the exercise 
of both existing administrative authority and the grant of additional 
congressional sanction through Reorganization Plan No. 1, as the 
President made clear in his message. But I propose now to give you 
the plan in its broad design, without reference at this point to existing 
administrative authority and necessary congressional sanction. Both 
areas of authority are needed. The plan as a whole cannot be effee- 
tively achieved without action on both sides. 

The proposed reorganization of the Bureau has four principal 
features: 

To make the Bureau an outstanding career service in which all 
positions under the Commissioner—including specifically the officers 
to perform the present functions of collectors and other top super- 
visory officers—will be filled solely in accordance with the civil-service 
merit system, based upon the highest standards of competence, 
integrity, and loyalty. 

I would like to read a letter I sent several days ago to the Chairman 
of the Civil Service Commission on this subject. 

JANUARY 7, 1952 
Hon. Ropertr RAMSPECK, 
Chairman, Civil Service Commission, 
Washington, D. C. 

My Dear Mr. CHARMAN: Upon my recommendation, the President has 
announced that he is submitting to the Congress a sweeping plan of reorganiza- 
tion of the Bureau of Internal Revenue. The proposed changes will materially 
affect the personnel policies and practices of that Bureau. A heavy burden will 
be placed on Treasury and Bureau officials, since the changes must be accom- 
plished without interfering with current operations. I will appreciate any assist- 
ance you might give in order that the reorganization may be accomplished with 
a minimum of delay. 

It is my desire that the personnel of the Bureau of Internal Revenue reflect 
the highest standards of competence, integrity, and loyalty to the end that it 
will be a blue-ribbon civil-service career organization in which all of us can place 
genuine confidence and have justified pride. 

I am sure that you will join wholeheartedly with us in this effort. 

Sincerely yours, 
JoHn W. SNYDER. 
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Chairman Ramspeck replied to that letter as follows on January 11: 
UNITED StaTes Crivit SERVICE COMMISSION, 
Washington, D. C., January 11, 1952. 
Hon. Joun W. SNYDER, 
The Secretary of the Treasury. 

Dear SECRETARY SNYDER: Thank you very much for your letter of January 7 
apprising us of the material effect the proposed reorganization of the Bureau of 
Internal Revenue will have on existing personnel policies and practices, and re- 
questing our assistance so that the reorganization may be accomplished with a 
minimum of delay. 

You may be assured of the Commission’s complete cooperation. We will 
devote every possible resource to your assistance. I am very happy tO Say that 
Mr. Fordyce Luikart, Chief of our Examining and Placement Division, and Mr. 
James Hard, your Director of Personnel, have already started preliminary dis- 
cussions relative to defining the areas of necessary changes in personnel programing 
and policy. 

The Civil Service Commission greatly appreciates this opportunity to join with 
you in building and maintaining a civil-service career organization to reflect the 
highest standards of competence, integrity, and loyalty. I would like to assure 
you of my deep personal interest and wholehearted support in your effort and of 
my confidence that our mutual objectives will be attained. 

Sincerely yours, 
RoBertT Ramspeck, Chairman, 

I understand that the Civil Service Commission is now studying 
the most effective and practicable means by which this purpose can 
be accomplished. 

2. The second principle feature is to provide a continuing and 
thorough day-to-day check on the performance and conduct of all 
Bureau employees by the creation of an Inspection Service which will 
function under the Commissioner independently of the rest of the 
Bureau. 

The nucleus of that Inspection Service was established sometime 
ago. Since then it has been greatly extended. Commissioner Dunlap 
will give you full details as to its structure and operations. But 
this service cannot be made fully effective except in connection with 
the other organizational changes involved in the plan. 

3. The third principal feature is to move from Washington to the 
field many supervisory and operational functions of the revenue 
service. These functions will be performed in geographical districts, 
to number not more than 25, with a fully deputized district repre- 
sentative of the Commissioner in charge of each district. That 
official will be known as District Commissioner. He will have charge 
of all internal-revenue matters in his district, with a clear and direct 
line of accountability to the Commissioner in Washington 

Let me emphasize that the purpose is to bring to the field many 
supervisory and operating functions now performed at Washington 
headquarters, and thus bring them closer to the taxpayer to be 
served. Another purpose is to bring together in one headquarters 
under single direction the functions of such groups as revenue agents 
in charge, Intelligence Division, Alcohol Tax Division, et cetera, 
now under separate offices and in varying field locations. 

4. The fourth principal feature is that existing functions of collectors 
of internal revenue and some additional functions will be performed at 
local offices, with at least one such fully authorized local office in each 
State, and in more populous States more than one. The Presidential- 
appointed collector will be replaced by a career-service Deputy District 
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Commissioner, who will be responsible to the District Commissioner of 
his area. 

Those are the main outlines of the plan. It is the opposite, you will 
observe, of a Washington top-heavy centralized plan. It places fuller 
responsibility at the grass-roots level to meet the needs of all taxpayers. 
The purpose is to assure improved service and greater convenience to 
the taxpayer. 

As I said before, details and blueprinting of these basic features of 
the plan will be supplied by the Commissioner and his staff assistants. 
I have stated the essentials. Every American citizen has a direct and 
vital interest in this plan. The Bureau of Internal Revenue carries a 
great responsibility for the successful functioning of our Government. 

Increasingly mounting demands on the service since World War II 
have brought heavy accumulations of problems of administration, of 
operation, of fidelity and integrity. Earnest efforts have been made 
to keep pace with these problems. I will outline a little later the prin- 
cipal efforts. But structural handicaps under which the service still 
operates prevent us from adopting necessary improvements which 
experience has shown to be needed. 

The reorganization plan will permit us to bring the revenue service 
fully up to the requirements of the day. It will enable us to establish 
maximum efficiency of operation and maximum service to the public. 
It will bring the service into accord with the merit system of Govern- 
ment employment. It will help remove temptations to which, un- 
fortunately, some revenue-service employees have succumbed in the 
past. 

A revenue service of top efficiency, of unquestioned integrity, and 
of maximum economy of operation is something to which the Ameri- 
can people are entitled. The maintenance of such a service is the 
greatest assurance for the continued success of our voluntary system 
of taxpayer compliance, the very foundation of our fiscal strength 
and economic health. A new, adequate, up-to-date architecture for 
the service has been planned with these objectives uppermost in 
mind. 

In order to lay the background of the planning which culminated 
in the basic reorganization proposal now before you, let me tell you 
some of the more important problems that we faced at the beginning 
of my tenure as Secretary of the Treasury, and those that developed 
as the workload of the Bureau increased so rapidly in volume and 
complexity. It is against this background that we must project the 
accomplishments of recent years and the situation we face today. 

Let me say at this point that the collectors of internal revenue, as 
a body, have given great assistance in solving our problems and in 
making our accomplishments possible. ‘They have shared outstand- 
ingly in the assumption of the tremendously increased workloads. 

The years elapsed since 1940 witnessed an unprecedented increase 
in the responsibilities of the revenue service in meeting the exigencies 
of war and defense financing. Between 1940 and 1950 the volume of 
tax collections increased tenfold, and the number of taxpayers in- 
creased from 5% million to over 55 million. With the broadening of 
the base of the personal-income tax, wage and salary withholding was 
introduced, creating many new problems, not the least of which was 
that of mass refunding operations. Many new taxes have been 
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imposed, including numerous excises, the excess-profits tax, and the 
recently enacted wagering tax. 

But the increased workload has by no means been limited to the 
processing of returns and tax-collection and refund procedures. ‘There 
has been as striking a growth in the other main operational responsi- 
bilities of the revenue service—tax enforcement, interpretation of tax 
statutes, and settlement of disputed cases. On the enforcement front, 
the investigation and prosecution of fraud cases, beginning with the 
drive on black marketers in 1945, and extending through thecurrent 
drive on racketeers, has absorbed more and more time and manpower. 
The racketeer drive alone, for example, requires the services of 2,300 
of our best-trained enforcement officers. 

The heavy volume of recent tax legislation, designed to finance 
defense expenditures, close loopholes, and deal with tax ine quities 
has severely strained the resources of the revenue service. Four mi: jor 
enactments—the Social Security Act of 1950, the Revenue Act of 
1950, the Excess-Profits Tax Act of 1950, and the Revenue Act of 
1951—-confronted the Bureau in a space of little more than a year. 

Let me tell vou some of the things we already have done and are 
doing to meet these problems. 

One step | took early in my tenure of office was to create a com- 
mittee of highly qualified men to direct management improvement 
studies within the revenue service. An outside management firm was 
called in to make an independent survey of the Revenue Bureau's 
structure and organization. 

A vigorous work-simplification program was initiated. 

To the extent that the present organization pe rmits, we have decen- 
tralized operating functions and strengthened headquarters-manage- 
ment control. We have strengthened front-line enforcement, notably 
through the creation of more than 100 special racket squads to run 
down criminal tax evaders. We have installed tabulating machines 
and other modern equipment. We became the first large-scale business 
users of electronic computers. We have modernized record keeping 
by microfilming and other means. We have simplified tax-collection 
procedures by introducing a depositary receipt system. We have 
speeded up our refunding operations. 

There have been improvements in the performance of various other 
major tasks. We have reorganized some of the major administrative 
divisions along functional lines. We have streamlined the field or- 
ganization by combining the excise-tax agents with the field offices of 
the Income Tax Division. We have completed an audit-control pro- 
cram aimed at more effective selection of returns for investigation. 
We have improved and simplified tax forms and instructions. 

These improvements give us a strong base for the proposed reor- 
ganization. As I have said, we had to do first things first. If we had 
not moved in this way, it would not be physically possible now to 
effectuate = reorganization plan on the schedule we have proposed. 

We have been going ahead steadily with the setting up of a strong 
independent Inspection Service within the Bureau of Internal Reve- 
nue, reporting to the Commissioner. 

The Inspection Service is the arm of the Commissioner, by which 
the operations and the personnel of the revenue service are brought 
under continuous scrutiny to insure efficiency and integrity of per- 
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formance. The Commissioner is extending the work and expanding 
the personnel of the Inspection Service so that a closer, more system- 
atic, day-to-day check of the various field and departmental offices 
of the revenue service can be maintained. 

We are also proceeding with management improvements and the 
combination of functions which will permit greater efficiency within 
the scope of the present structure. This is being accomplished, for 
example, by combining the separate Wage and Excise Tax Divisions 
of the Bureau, so that one division through one operating head can 
more effectively do the job formerly done by separate units. 

We are taking further steps to speed up all our operations. We 
have already instituted a new procedure for the reference of criminal 
tax cases directly from the field to the Department of Justice for 
prosecution. This change is the result of the study of nearly a thou- 
sand cases of tax fraud. The new procedure will mean a saving on 
the average of 4 months or more in each case. 

As a part of our reexamination of these procedures, and to eliminate 
delaying factors, we have recently announced changes in policy 

We announced that we will no longer permit the collateral factor 
of the taxpayer’s health to weigh against our determination that the 
case is One warranting criminal prosecution. The health of the tax- 
payer can more appropriately be taken into account by the prosecuting 
authority or by judicial process. 

We have pnd announced the abandonment of the former voluntary 
disclosure policy. We abandoned this policy because of its contro- 
versial nature as reflected in court decisions, complexities of adminis- 
tration, and the abuses which arose. 

Our announcements in these policy areas are in accordance with 
the intensified enforcement activities of the Bureau’s special tax fraud 
drive and racket squad work throughout the country, which are 
ferreting out the willful tax evaders and resulting in the recovery of 
additional taxes and penalties due the Government. 

These new procedures will in nowise reduce the rights of honest 
taxpayers, but they will bring into a more appropriate balance the 
interest of our taxpayers in the effective enforcement of the tax laws. 

Obviously, the Federal revenue system must have the public’s 
confidence and support. This means the system’s integrity must be 
unquestioned. Commissioner Dunlap and |, with full authority from 
the President, have acted promptly to eliminate from the Bureau of 
Internal Revenue any personnel who brought dishonor on the service. 
We have taken strong steps to remove any further opportunities for 
misconduct. Among the actions taken toward this end have been 
the following: 

(1) All supervisory employees and all other employees dealing with 
the public or handling Government funds—some 31,000 in all—have 
been required to execute and file with the Bureau a statement which 
would reflect their income and net worth. This will be a continuing 
program. 

(2) Employees’ tax returns have been subjected to special audit. 
This too will be a continuing program. 

(3) All complaints of misconduct have been and will continue to be 
promptly investigated. 

(4) Quick disciplinary action has been taken as soon as the facts of 
each case were clearly known. 
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(5) All collectors appointed in the past year have been prohibited 
from having any outside activities which might conflict with the full 
and proper discharge of their duties. 

(6) We have cooperated fully with the Kefauver and King sub- 
committees. 

All of the above steps reflect the constant and ever-increasing efforts 
on the part of the Department to provide the best revenve service 
which it is humanly possible to provide under the existing structure. 

Now we are at the point where we need the basic authority in the 
President’s reorganization plan as the culmination of our efforts in this 
direction. 

And I would like now to tell you ip simple, nontechnical language 
why we are urging adoption of this plan of reorganization. First, let 
me comment on that part of the plan which provides that all positions 
in our revenue service, except the position of Commissioner, would be 
filled by civil-service men and women. The principal effect of this 
provision would be to abolish the 64 positions of collector of internal 
revenue. There are three reasons we are urging this. They are all 
simple and they are all sound. 

First, the system as we now know it under which collectors of 
internal revenue are appointed by the executive branch outside the 
civil service is an archaic one of almost a century’s standing. It was 
introduced at a time before the merit system was devised, and then 
it was perpetuated through decades in our history when our internal 
revenue system was relatively free of highly technical and legal 
problems. ‘The official responsibilities of collectors in those days 
were relatively light. The principal requirement was one of com- 
munity leadership to encourage local acceptance of Federal taxes. 
The taxpayer base was narrow and the collectors, in a real sense, 
acted more or less as mere receivers of tax moneys and as conduits of 
returns, claims, and other documents which were required to be 
forwarded to Washington for processing and decision. In its day, 
this svstem worked well. 

With our phenomenal economic growth, however, our tax system 
has undergone a steady expansion with a consequent need for con- 
tinual reappraisal of practices and procedures which have now become 
either obsolete or cumbersome for the mountainous and complex job 
that confronts the revenue service today. The present system of 
appointing collectors of internal revenue is one of these practices. 
Since collectors are not appointed and cannot be removed by the 
Commissioner of Internal Revenue or myself, they are not fully 
responsive to the control of their superiors in the Treasury Depart- 


ment. Furthermore, there are residence requirements which make 
it difficult for us to rotate or move them from one collection district to 
another. Added to these impediments is the uncertainty of office 


tenure which attaches to their position. 

Secondly, collectors do not hold the policy-making type of office 
which should properly be subject to Presidential appointment. Their 
duties are primarily administrative and technical and are clearly of 
a type which should be within the framework of our Civil Service 
System. 

Lastly, extension of civil service to the position of collector and 
all other offices in the revenue service, excepting only that of 
Commissioner—which is on a high policy-making level in tax 
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administration—would further the principles of the merit system in 
an agency of our Government which preeminently should be free 
of any hint or suggestion of favoritism or influence. 

It should thereby enable us to attract to the service and hold able 
men and women who are interested in pursuing Government service 
as a career but who naturally want to look forward to opportunities 
for advancement to top positions in that service for which they may 
be qualified. 

I would like now to tell you why the plan provides for the appoint- 
ment of “not to exceed 25 district commissioners.’ Here again the 
reason is simple. At the present time there are nearly 200 head- 
quarters field offices reporting to the Commissioner through 7 different 
separate line divisions. There are 64 main offices in the field engaged 
in both collecting taxes and in auditing the smaller returns. There 
are 39 field districts which concern themselves with auditing the 
larger classes of returns. There are 14 field districts which deal 
only with the tax fraud aspects of tax cases. There are 12 field dis- 
tricts of the Bureau’s appellate staff; and there are 15 field districts 
engaged in the enforcement of the aleohol and tobacco taxes. 

The reorganization plan, as I have said, would combine these 
various types of offices into not more than 25 regional revenue dis- 
tricts, each of which would be headed by a district commissioner 
accountable directly to the Office of the Commissioner in Washington, 
I would like to emphasize as strongly as I can at this poivt, however, 
that this does not mean that service to taxpayers will be curtailed in 
any area, since there will be up to 70 suboffices and the present net- 
work ot zone offices and posts of duty throughout the country which 
have been established to meet the public needs, just as there are now. 
As a matter of fact, not only will there be the same facilities available 
to taxpayers under the plan as there are at the present time, but 
these facilities will be expanded to include services which are rot now 
available in all localities where the Bureau now has collectors’ offices. 

A plan of this importance had to be developed with the greatest 

sare because of its sweeping nature and many impt cts on every tax- 
paced The plan has grown out of intensive studies of methods and 
operations which were begun in the Bureau of Internal Revenue 
immediately after I became Secretary. 

In perfecting the plan we were aided also by four major studies 
initiated or authorized by the Congress. The first of these was the 
study of the Bureau made by the staff of the House Committee on 
Appropriations. The second was made under the direction of the 
Joint Committee on Internal Revenue Taxation. The third was 
made by the Hoover Commission and the fourth by a management 
engineering firm-——-Cresap, McCormick & Paget—-employed by the 
Bureau under the authority of Congress. 

I want to particularly acknowledge the continued assistance which 
we have received from the Senate Finance Committee, the House 
Ways and Means Committee, and the King subcommittee of the 
House Ways and Means Committee. Their aid has included many 
valuable suggestions and recommendations. 

These groups very naturally did not always agree completely with 
one another in all of their recommendations. But in the main, there 
has been general recognition of essential points. 
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There may remain in your minds a question as to why it has been 
found necessary to bring this plan to the attention of the Congress 
through the Reorganization Act of 1949. The very nature of the plan 
dictates that it be brought here. It fundamentally and sweepingly 
changes the Bureau’s structure. 

The present organization rests on 64 collectors’ offices, specifically 
established by statute nearly a century ago. This was obviously 
intended by Congress to be the framework around which the collection 
system was to be built. I would not change that basic feature of the 
Bureau’s structure, sanctioned for so long by the Congress, without 
congressional knowledge. 

There are two features of the plan that definitely require the par- 
ticipation of Congress: First, the abolition of the statutory offices of 
collectors of internal revenue; and second, the upgrading of the top 
administrative positions. 

However, above and beyond this, it is essential for the legislative 
branch of the Government to be informed of this plan, to hear the 
reasons for its need, for without the support of the Congress this far- 
reaching undertaking cannot be expected to produce the hoped-for 
results. 

The CxHarrman. Thank you very much, Mr. Secretary. Mr. 
Hoffman, do you have any questions? 

Mr. Horrman. Mr. Snyder, one of the reasons for this reorganiza- 
tion plan was the necessity of getting individuals into service who 
would not subject to influence? 

Secretary Snyper. That was one of the considerations given, 
of course, because it might naturally be inferred that there could be 
influence exerted through appointmerts, and that was one of the 
features that was considered. 

The major features were, of course, two in number; that is, the 
effort to design a streamlined organization that pinpointed authority 
and responsiblity. 

Mr. Horrman. It was thought that if they were placed under 
civil service there would be less inattention to duties, less corruption, 
more efficiency? 

Secretary Snyper. Well, there was a definite feeling that with 
direct control over the personnel by the Commissioner and the 
Secretary of the Treasury they could bring about and have more 
direct authority in directing the activities of those offices. 

Mr. Horrman. The deputy collectors were placed under civil 
service on April 23, 1941, were they not? 

Secretary Snyper. That is correct. 

Mr. Horrman. Have any of those been found wanting in integrity? 

Secretary SNypDER. Some have been; yes, sir. 

Mr. Horrman. How many—there were five, were there not? 

Secretary Snyper. I do not know exactly. 

Mr. Horrman. How many? 

Secretary Snyper. I say, I do not know that figure. 

Mr. Horrman. But assuming there were five deputy collectors, 
all placed under civil service, how many of the five have been indicted? 

Secretary Snyper. I do not want to accept five until we check it, 
Mr. Congressman. 

Mr. Horrman. Yes? 
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I just assumed from your statement that you had found, as we find 
in every organization, some who are not attending to their duties. 

Secretary SNyDER. That is correct. 

Mr. Horrman. And some who are, and some who have violated 
the law. 

Secretary Snyper. That is correct. With 57,000 employees 
scattered across this great country, we are naturally going to find a 
few whose stamina will not withstand temptation. We have to 
remove those temptations to the greatest extent possible. And we do 
believe that under this plan we will aim toward that direction. 

Mr. Horrman. I realize that. And the purpose of my question 
was to see how effective civil service has been when applied to these 
five deputy collectors 

Secretary Snyper. Well, I do not think that anyone has ever 
presumed to believe that civil service would be a complete panacea 
for correcting the human element. We just cannot legislate honesty 
and integrity. We have to work to try to encourage that in every 
way possible. 

| agree there are cases where those under civil service have not lived 
up to the full standards that we expected of them. 

Mr. Horrman. Well, the statement that we cannot legislate 
honesty is one with which [ agree. The only purpose of the question 
was to determine what percentage of these deputy collectors had been 
affected or what percentage of honesty, or to put it this way, a little 
broader, how many of the five, one-half of them, one-third of them 
under civil service had avoided violation of the law. 

Secretary Snyper. Well now, you are referring to deputy collec- 
tors? 

Mr. Horrman. Yes. 

Secretary SNypER. That is the figure that I will have to furnish you. 

Mr. Horrman. Then I would like a statement which will give the 
names and positions held by the internal revenue officials and em- 
ployees who have either resigned, been discharged, or indicted during 
the last 5 years, and a statement as to which of these officials and 
employees of the Bureau of Internal Revenue were under civil service. 

Secretary SNypER. We will furnish that. 

Mr. Horrman. The purpose of that question, as I suppose you will 
anticipate, is to learn how civil service has worked in preventing 
violations of the law, improper practices. 

Secretary Snyper. Well, we will be pleased to furnish that for the 
record. 

Mr. Horrman. And we will have that soon, I suppose? 

Secretary Snyper. | think we will have it promptly. 

Mr. McCormack. Who have resigned the last 5 years? 

Mr. Horrman. I understand there are only about 100 of them 
altogether 

Secretary SNypER. You mean for cause? You do not just mean 
resigned for any purpose, because they wanted to go into something 
else, or anything of that kind? You mean for cause, is that not 
correct? 

Mr. Horrman. Well, not necessarily. 

Secretary Snyper. We have a terrific turn-over there. To supply 
you everybody who has resigned out of 57,000 employees 

Mr. Horrman. You mean the jobs are not desirable to keep, they 
come in, they take the job, and then quit? 
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Secretary SNyDER. People even quit Congress to go into other 
things, you know. 

Mr. Horrman. I did not hear that. 

Secretary SNYDER. | say that people even quit Congress to go into 
other activities. So I would not say that the work was undesirable. 

Mr. Horrman. Of course, ordinarily Congressmen quit because 
they do not get votes enough. 

Secretary SNYDER. Well, maybe that is the reason they quit. They 
do not get dollars enough in their employment, maybe, so that it 1s 
commensurate. 4 

Mr. Horrman. To my friend from Massachusetts, I did not realize 
there was such a large turn-over. I was thinking only of about 100 
positions, a particular group. 

Mr. McCormack. In every agency there is a turn-over. I did not 
know whether you wanted the names in the record of men who resigned. 
For cause, that is a different idea. 

Mr. Horrman. For cause—put it that way. 

Secretary SNYDER. You see the reason for that. It may run as 
many as several thousand a year, do you not see, of those who just 
resign? 

Mr. Horrman. I did not understand that. 

Secretary Snyper. But for cause 

Mr. Horrman. I do not want to put you to any unnecessary trouble. 

Secretary Snyper. That is the reason I brought that particular 
point up. I knew you did not want to put me to any trouble. 

Mr. Horrman. You recall this conference 

Mr. McCormack. I suggést that is coming to the committee, you 
understand? 

Secretary SnypDER. Certainly. He asked me to put it in the record. 

Mr. Horrman. To the clerk. 

Secretary Snyper. You do not want it in the record? 

Mr. McCormack. Wait a minute, now, Mr. Hoffman. He has 
asked that. You are complying with his request. That is not a 
committee request. The committee is to pass on it in executive 
session. 

Mr. Horrman. Pass on what, whether he will do it? 

Mr. McCormack. He has already told you he will do it. I mean, 
he is furnishing you the information. 

Secretary SnypDER. I presumed he was asking it for the committee 
and not as an individual. 

Mr. McCormack. There are some of us in this world who have a 
little regard for a person’s character or reputation. And maybe when 
vou go back 5 vears, it is a question of whether you are going to destroy 
a person for their lifetime. I know my friend from Michigan has a 
regard for a person’s character and reputation. I am very jealous in 
that respect of my reputation and I am jealous of the other fellow’s, no 
matter who he is. The request is made by Mr. Hoffman, and vou are 
going to grant it, which is a reasonable request for cause, but I think 
we of the committee—vou are furnishing it to him—and I think the 
committee ought to pass upon the question as to how far we should gO 
in going back through the vears. 

Mr. Horrman. You think 5 vears was too long, do you? 

Mr. McCormack. I am not questioning it. I am not making a 
decision. I say the committee ought to pass upon it in executive 
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session how far back you go, because I assume that you are just as 
jealous as I am of your reputation, as I am of mine. And we are 
jealous of protecting anybody else’s reputation. 

Mir. HorrmMan. What is left of it. 

Mr. McCormack. I value mine. I think, so far as I am concerned, 
you have got a good reputation. I am one of the few men who still 
say a good word about you. 

Mr. Horrman. Getting back—— 

Secretary SNypDER. May I say that I will furnish anything that the 
committee asks me to furnish in this hearing. 

The CuartrmMan. Will you furnish it to the committee? 

Secretary Snyper. And let the committee work that out. I want 
to be as helpful as I can, but I do not want to get into any 

The CuarrmMan. Will you furnish the information asked for by Mr. 
Hoffman? 

Secretary Snyper. That is a very important point. 

Mr. McCormack. You mean anything pertinent? 

Secretary Snyper. That is right. I will leave it to the committee 
to decide, and I will furnish whatever they ask. 

Mr. Horrman. I agree with what my distinguished majority leader 
said. It was not my purpose in asking the question, to charge anyone 
with anything. I now find myself in the position of having asked the 
question on my own account and the answer coming back to 25 or 28 
gentlemen. It is all right with me, if they wantit. 

The CHarrmMan. I think the information should come to the com- 
mittee. Any information requested will come to the committee and 
will be available to every member of thé committee. 

Mr. Horrman. And every Member of Congress, under the Re- 
organization Act? 

The CuatrMan. I appreciate your statement. 

Mr. Horrman. I might state the only purpose of that was to see 
how civil service was working. 

The CHarrMAn. He stated he would like to have it based upon 
cause. 

Mr. Horrman. And I say that I do not expect that the committee 
will make public any information in a report of that kind which has 
reference to any individual who now is on trial in any court. 

The CuarrMan. I would goa little further. If you go back 5 years, 
I would suggest if a man made a mistake 5 vears ago and is getting 
along fine now, we would not want to make public his name in connec- 
tion therewith. It would not help matters to call names. I am sure 
you would not want that. 

Secretary SnyDER. That is a very important point. 

Mr. Horrman. You consider civil service has not worked with refer- 
ence to five deputy collectors? 

Secretary Snyper. Mr. Chairman, that is a very important point, 
because many of these people have been severed from the service for 
comparatively minor reasons. And it would be a shame to have their 
names bandied about because of that. They probably have reformed 
and are doing better. 

Mrs. Cuurcu. May I ask a question for information? 

The Cuairman. If Mr. Hoffman will vield. 

Mrs. Cuurcn. If you will yield? 

Mr. Horrman. I will, certainly. 
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Mrs. Cuurcn. I would like to know whether we are discussing only 
those gentlemen who have been allowed to resign under charges— 
those who otherwise would have been prosecuted if they had not been 
allowed to resign. 

The CHarrMan. We say covered for cause. If you want an expla- 
nation of what we mean by cause, all right. 

Mrs. Cuurcn. Mr. Chairman, I would just like to enter one slight 
protest. I believe thoroughly in protecting a man’s reputation. 
However, I have a little feeling that we might have a better Govern- 
ment if we were not so zealous, perhaps, in protecting reputations of 
men who have done wrong. 

Secretary Snyper. I think that I can clarify that. There is no 
one who has been allowed to resign who was not prosecuted, if we 
had a case that we could prosecute. 

Mrs. Cuurcnu. Thank you. 

Secretary SnypER. Does that clarify that? 

Mrs. Cuurcn. That does. 

Secretary Snyper. There was no subterfuge. Anyone can resign, 
and we have to pass on it if he wants to resign. That did not relieve 
him, if there were grounds for prosecution. 

Mrs. Cuurcn. I think my point was that if there had been prosecu- 
tion there would have been a public record. 

The CuarrMan. I see. 

Mrs. Cuurcn. A public record of the wrongdoing, and I am not 
sure that as Members of Congress we ought to be too zealous of pro- 
tecting the reputation of someone serving the Government who has 
actually betrayed his trust. 

The CHarrMan. Verv well. Mr. Hoffman? 

Mr. Horrman. The Department has realized that there were many 
large incomes on which tax had not been collected, is that not true? 

Secretary Snyper. I beg your pardon? 

Mr. Horrman. Well, for example 

Secretary Snyper. What wasit? I did not understand the question. 
You made a statement. 

Mr. Horrman. There have been cases brought to the attention of 
your service where men have made as much as $700,000, have been 
found with that amount of money, and they have paid no income tax 
on it, and there has been no return made at all. 

Secretary Snyper. Well, I would not want to answer a question 
that broad. In specific cases, we will be glad to furnish full informa- 
tion insofar as we can. 

Mr. Horrman. Well, Emilio Geortti, $700,000 worth of cashier’s 
checks, no part of the proceeds accounted for in books and records, 
and no income paid on it. 

Secretary Snyper. We will be glad to look into any case and furnish 
you with any information regarding that that we can. 

Mr. Horrman. $300,000 in undeclared cash by Mrs. Burns—this 
is all in California, San Francisco—another is Dr. Caidwell, approxi- 
mately $300,000 in cash unaccounted for, no return made. 

Mr. Hourrretp. A point of order, Mr. Chairman. I would like 
to ask the chairman at this time if the purpose of this committee is to 
investigate tax frauds and the so-called charges against the Bureau of 
Internal Revenue or is it for the purpose of considering House Reso- 
lution 494, opposing a plan to reorganize the Bureau? 
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The Cuarrman. The answer to that was stated in the purpose of 
this meeting. To decide on the petition of disapproval to Reorgani- 
zation Plan No. 1 of 1952. 

Mr. Horrman. In reference to the reorganization, I agree with 
that, but as to the necessity of some of the provisions of the reorgani- 
zation or their efficacy to accomplish the purpose stated these other 
things, | think, are pertinent. 

Mr. Houirietp. The point I wish to make is that the King sub- 
committee is by special resolution investigating that particular phase 
of the Bureau’s actiyities 

We are here for the purpose, as I understand it, of considering Re- 
organization Plan No. 1, which proposes to reorganize the Bureau of 
Interval Revenue on more efficient lines and on lines which will be of 
greater benefit to the taxpayer. And it is my opinion that the gentle- 
man’s questions are out of order when he goes into specific cases of 
prosecution or nonprosecution of particular so-called income tax 
evasions. 

Mr. Horrman. Of course, the answer to that is that these cases to 
which I call attention all have been before the Bureau. Whether or 
not it is necessary to have his organization perfected, whether addi- 
tional powers should be granted to this branch of the Government, 
and whether it should be done in this way, these things all have to do 
with that, because if those cases to which I have referred and perhaps 
10 or 15 other cases, if they have been taken care of, then maybe we 
do not need any reorganization plan. If they have not, then maybe 
we do. They are all pertinent. 

Now Patrick Mooney was a member of your organization, was he 
not? 

Secretary Snyper. Yes, sir. 

Mr. Horrman. What was he, a deputy collector? 

Secretary SNypER. Yes, sir. 

Mr. Horrman. As a mater of fact, he had something like $800,000 
that was not accounted for, did he not on his tax return? 

Secretary Snyper. I will have to refer to people who are acquainted 
with those details. 

Mr. Horrman. Put it this way, in 1948, the United States filed a 
lien for more than $800,000 for unpaid taxes? 

Secretary Snyper. The Commissioner tells me that he had no 
money in his possession. Commissioner Dunlap, will you make a 
statement in answer to that? 

Mr. Horrman. I will waive that one. As a matter of fact, the 
United States filed a lien for $800,000 for unpaid taxes, is that not 
right? 

Mr. Duntap. Against whom, sir? 

Mr. Horrman. Patrick Mooney. 

Mr. Dunuap. No, sir. 

Mr. Horrman. Are you sure? 

Mr. Dunuap. Yes, sir. 

Mr. Horrman. Well, all right. Did they file it against 

Secretary Snyper. You know, of course, Mr. Chairman, that the 
man that you are referring to, Mooney, has been indicted. 

Mr. Horrman. He has been indicted? 

Secretary SNYDER. Yes, sir. 

Mr. Horrman. And he was under civil service, was he not? 


‘ 
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Secretary SNypER. Yes. 

Mr. HorrMan. So, of course, civil service was not the answer in his 
case. 

Secretary SnypER. Well, there will be exceptions, of course, with 
57,000 employees. 

Mr. Horrman. Do you know how many exceptions there were in 
the San Francisco agency? 

Secretary Snyper. Deputy collectors, is that the question? 

Mr. Horrman. Yes 

Secretary SNypER. How many of the deputy collectors? 

Mr. Horrman. Yes—how many of them indicted? 

Mr. Dunuap. Three so far, sir. 

Mr. Horrman. And against how many are charges pending? 

Mr. Duntap. That does not include those who were not in the 
service at the time they were indicted. 

Mr. Horrman. And how many have been convicted? 

Mr. Dunuar. The trials have not been held yet. 

Mr. Horrman. Do you recall this conference that was held here on 
February 15, 1950, on organized crime? 

Let them get his picture and then forget about it. 

The CHarrman. Will you take your pictures? There will not be 
any more pictures taken during the hearing. You may take pictures 
before the hearing or after the hearing. Kindly conclude your 
pictures now. 

Secretary Snyper. Which conference was that? 

Mr. Horrman. Do you recall the conference on organized crime 
that was called by the Attorney General here in Washington on 
February 15, 1950. 

Secretary Snyper. I do not recall it personally. We were not a 
part of it. We were not participants in the discussions. 

Mr. Horrman. For your information, at that time Mayor Fletcher 
Bowron of the city of Los Angeles suggested a number of ways in which 
the tax laws could be made more effective, and he made the statement, 
and | quote, “No major hoodlum, however great his income, has ever 
been convicted for income-tax fraud in California.”’ 

Do you recall that statement? 

Secretary Snyper. Yes, | recall that, but I also recall that in 
checking up on it we found the statement was at variance with the 
facts. 

Mr. Horrman. Yes? Do you recall writing him on February 23, 
1950, describing his remarks as, and | quote: 

An unjustified slur on the Bureau of Internal Revenue and particularly on its 
Intelligence Unit which is charged with the investigation of tax-fraud cases 
and also adding 
it is common knowledge among law-enforcement offices that investigations made 
by the Intelligence Unit have been the basis of income-tax-evasion prosecutions 
of racketeers and gamblers all over the country, including California. 

Do you remember that? 

Secretary Snyper. Yes, sir; that is the truth. 

Mr. Horrman. You contend that is true? 

Secretary Snyper. It is true. 

Mr. Horrman. Will you name me one? 

Secretary Snyper. May I ask the Commissioner? 
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Mr. Horrman. The major ones, yes, if you want to. I do not 
mean these little Chinese smugglers and narcotics and abortionists 
and that. 

Secretary SNypER. We have to meet whatever the traffic is. 

Mr. Horrman. I mean one big racketeer. 

Mr. Dunuap. All right, sir. 

Mr. Horrman. I will name you three or four, if you care, with 
incomes over $100,000 who did not make any return. What I 
want now, though, is the name of one major racketeer who has been 
convicted in California. 

Mr. Duntap. The eight major operators of the Guarantee Finance 
Co. at Los Angeles have been convicted of income tax fraud and 
fined in excess of over $800,000 in addition to the taxes due. Mickey 
Cohen is another one. We will be glad to furnish you a dozen more, 
but I do not have them on the tip of my tongue. 

Mr. Horrman. When was that, that these eight were convicted? 

Mr. Duntuap. Along about the middle of the summer. 

Mr. Horrman. Were they convicted by Federal prosecution? 

Mr. Dun ap. Yes, sir. 

Mr. Horrman. By the Federal? 

Mr. Dunuap. Income tax evasion; ves, sir. 

Mr. Horrman. And you say that the date was when? 

Mr. Duntapr. Along about the middle of the summer. 

Mr. Horrman. In the summer. Of course, this letter was written 
in 1950, in February. 

Mr. Dunuap. I will be glad to furnish you the names. 

Mr. Horrman. Up until that time, until this California Crime 
Commission became interested, do you know of the name of one major 
racketeer who was convicted? 

Mr. Duntap. I will be glad to furnish you, sir, a list of all of those 
people. There were several. 

Mr. Horrman. That is all I have for the moment. 

Mr. McCormack. Mr. Chairman. 

The Cuarrman. Mr. McCormack. 

Mr. McCormack. Of course, the Bureau has no way of com- 
pelling anybody to file a tax return. That is up to the individual, is it 
not? The taxpayer, in the first instance? 

Secretary SNypER. The initial instance. 

Mr. McCormack. Then if they do not and it is found out, they go 
to the prosecutor, so that I file my income tax return, but if I do not 
file it, then the Bureau catches up with it later on. 

Secretary Snyper. You are correct, Mr. Congressman. The 
Kefauver hearings demonstrated the extreme difficulty that was en- 
countered in bringing these people to account. Even with all of the 
klieg lights that were on them and the subpena authority in all of these 
various places, they discovered how difficult it was to make them 
divulge information regarding their income. 

Well, of course, our man working in the dark quietly has that 
multiplied many times. And we must remember always, in just 
casually mentioning names of people where there have been insinua- 
tions, that getting something that will stand up in court is another 
problem. 

Mr. McCormack. Where fraud is involved, in order to institute 
criminal proceedings, that involves an evasion, usually, does it not? 
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Secretary Snyper. Willful evasion. 

Mr. McCormack. Willful evasion; yes. 

For every fraud case there are any number of cases which are 
administrative or civil, where a taxpayer makes an honest deduction 
which the Bureau challenges? 

Secretary SnypER. Oh, thousands of them; ves, sir. 

Mr. McCormack. In other words, there is a wide category of cases 
where there is an honest mistake on the part of the taxpayer, for exam- 
ple, a deduction of a business expense. The Bureau might think it 
was not deductible or that it was too large an amount. Is _ that 
correct, Commissioner? 

Secretary Snyper. Yes. 

Mr. McCormack. Is that correct? 

Mr. Duntap. Yes. 

Secretary Snyper. It is clear that with 85 million returns that are 
filed of all characters, there are going to be a lot of them that have just 
honest mistakes in them. 

Mr. McCormack. I am just trying to get a little picture. There are 
thousands of cases that are what you call on the civil side, is that 
correct? 

Mr. Duntap. Yes; no criminality involved. 

Mr. McCormack. Have you any idea of the ratio of civil cases to 
those where there might be fraud involved? 

Mr. Duntap. Less than 1 percent of the cases we handle involve 
fraud, Mr. McCormack. 

Mr. McCormack. The other cases are where there is no willful in- 
tent to evade the payment of a tax, where there is a difference of 
opinion between the taxpayer and the Bureau as to whether or not an 
amount deducted from the gross income should have been deducted 
by the taxpayer? 

Mr. Dunuap. Absolutely correct. That is our regular examination 
work. 

Mr. McCormack. And by corporations, as well as individuals? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. A collector under the present law, what are his 
duties, that is, the collector, in the general way? 

Secretary Snyper. Well, the collector is the head of the collector’s 
office at which all tax returns are filed. 

Then there is a distribution from then on our for auditing and for 
follow-up. 

Mr. McCormack. So that he really does the collecting? 

Secretary Snyper. He does the collecting, that is right. 

Mr. McCormack. He cannot make a compromise? 

Secretary Snyper. No; the collector cannot. 

Mr. McCormack. The only thing the collector can do is to accept 
an offer of a compromise from the taxpayer? 

Secretary Snyper. Yes. 

Mr. McCormack. And that is passed along, is it, to the agent in 
charge of the office, or who? 

Secretary Snyper. The Commissioner will tell you 

Mr. Dunuap. Yes, sir, the examination is made by the office of 
internal revenue agent in charge, and the final recommendations are 
made by the technical staff. Of course, in most cases, the acceptance 








24 REORGANIZATION PLAN NO. 1 OF 1952 


itself has to be signed by the Secretary himself here in Washington. 
No collector can accept an offer. 

Mr. McCormack. As I understand it, in connection with the gross 
income and the net taxable amount of taxes paid the collector’s office 
has jurisdiction, and then the agent in charge’s office has jurisdiction— 
that is an amount which divides the m, is that so? 

Mr. Dunuap. Yes. The examination jurisdiction of a collector is 
on returns with less than $8,000 income. And on those above that 
figure, they are within the jurisdiction of the internal revenue agent 
in charge. 

Mr. McCormack. Is that $8,000 gross? 

Mr. Duntap. Yes, sir. 

Mr. McCormack. In other words, if a taxpayer makes a return, 
say of $15,000 or $20,000, that return is made to the collector but 
then when it is being processed it is processed by the agent in 
charge’s office? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. And if there is a disagreement between the 
taxpayer and the agent in charge—I am not talking about fraud 
now—when the agent in charge’s office, after their investigation, 
their examination, as to what additional tax the taxpayer should pay, 
that is sent to the collector’s office for the purpose of collecting? 

Mr. Duntap. Collecting only; ves, sir. 

Mr. McCormack. So that all tax returns, individual or corporate, 
over $8,000 gross, is that correct? 

Mr. Dunuap. All corporation returns are handled by the internal 
revenue agents. 

Mr. McCormack. All corporation revenues are handled by the 
agent in charge? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. So this confines itself to individuals? 

Mr. Duntap. Individual returns with incomes of less than $8,000 
or with business incomes grossing less than $50,000. 

Mr. McCormack. Is that $8,000 tax? 

Mr. Dun ap. No, sir; that is income. 

Mr. McCormack. Income? 

Mr. Dunuap. Yes. 

Mr. McCormack. These are income’ 

Mr. Duntar. Total income; yes, sir. 

Mr. McCormack. What is this grossing $50,000? 

Mr. Duntapr. That is where a business is large enough, where its 
total gross income is $50,000. The chances are the net would be 
$3,000 or $4,000 if it Is a grocery store. 

Mr. McCormack. Is that the case for the corporation? 

Mr. Dunuap. No; individual ownership. 

Mr. McCormack. Of course, in connection with the return of $8,000 
gross, that would be rather small for the agent in charge’s office? 

Mr. Dunuap. Yes. 

Mr. McCormack. They are the trained accountants. They go 
out and look into these things; they are able to evaluate and read 
and understand the books of the most intricate corporation? 

Mr. Dunuap. Yes. 

Mr. McCormack. They are supposed to; is that right? 

Mr. Dunuap. Yes, si 
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Mr. McCormack. Would this reorganization plan eliminate that 
hiatus there between what would be a large return for the collector’s 
office and the small return for the agent in charge’s office? 

Mr. Dunuap. I think that the details that I will explain Monday, 
Mr. MeCormack, will cover that in great detail, but the answer is 
that it makes it a steady flow. 

Mr. McCormack. Exactly. 

Mr. Dunuap. By agent grades, rather than by office jurisdiction. 

Mr. McCormack. ‘That would be a powerful point in favor of 
the reorganization plan of this kind? 

Mr. Dunuap. In my opinion, one of the most powerful. 

Mr. McCormack. One of the things that I have always been 
interested about, and I have no hesitancy in having my income tax 
return being made public, has the Department any views as to the 
publicity of all the income tax returns? 

We hear about Members of Congress saying, ‘‘Sure, I have no 
objection.’ But why confine it to a group? Why should there not 
be publicity and the public know every income tax return, corpo- 
ration and individual? 

Secretary Snyper. The only difficulty in that, I think, Mr. Con- 
gressman, would be the question of whether it would be a deterrent 
to the taxpaver of the free disclosure in the return of his income in 
this voluntary system of ours. People might be more hesitant in 
submitting their returns if they thought it was going to be published 
in the paper. 

That is the only reason I can see against that. That would, of 
course, be a matter for Congress to decide. Of course, when we get 
into corporations or business operations, why, that would be a matter 
of the revelation of business secrets that they might feel extremely 
hesitant about being made public. 

Mr. McCormack. In other words, if they possess a patent or some 
peculiar method of producing a product? 

Secretary Snyper. Or their ability to operate efficiently. 

Mr. McCormack. I am just exploring. My mind is open. 

Secretary SnypDeER. On the face, it appears to be such a simple 
matter that we all ought to be willing to have our affairs known, but 
when we get right down to the individual it is not that simple by any 
means. And when we realize the tremendous volume of our tax- 
collection system, that is, the Federal tax-collection system, and that 
it is on a voluntary basis where the man, freely of his own accord, 
fills out the return, we have to give him some consideration in that 
procedure. 

Mr. McCormack. | wanted to get your views for the record on the 
question on a matter that many people discuss. 

Secretary SNyDpER. Yes, sir. 

Mr. McCormack. And my mind is completely open. I have no 
fixed views on it. I see the potency of your observation, particularly 
about business being protected in its own business activity as against 
a competitor, and so forth. 

Secretary Snyper. And it works in the opposite direction, too. 
There are a lot of people with pride who would dislike to have pub- 
licized that they were not getting as much money as their neighbor. 
It works both ways there. 
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Mr. McCormack. As a matter of fact, in connection with a number 
of income tax returns, the great, vast majority of people give an 
honest return, is that correct? 

Secretary Snyper. There is no question about that. It is illus- 
trated in the very fact that our projection for 1953 of anticipated 
revenues to be collected against the appropriation that we requested 
for 1953 shows that we will collect those revenues at a cost of forty- 
‘four-one hundredths of 1 percent. That is a tremendous indication 
of how that voluntary system actually is working and of the fine 
operation that is being done by the Bureau. 

That is the lowest cost, except for 4 years, since 1862. The 4 
ears that had a lower cost of collection were 1918, the peak of World 
Var I, 1944, 1945, and 1946. ‘Those are the only 4 years that have 

had a lower cost of collection per dollar. 

And so it is evident that we have got a very fine system of volun- 
tary disclosure and payment, plus a good organization handling it. 

Mr. McCormack. In your prepared statement you said: 

We have also announced the abandonment of the former voluntary disclosure 
policy. 

What was the former voluntary disclosure policy? 

Secretary SNypER. It was a rather complicated one as it turned out 
to be. 

In the early days when it was first adopted it was adopted for the 
purpose of encouraging—— 

Mr. McCormack. When was it first adopted? 

Secretary SNYDER. 1919 was the first year it was adopted. 

Mr. McCormack. Explain what it was. 

Secretary Snyper. The policy was that if at any time a taxpayer 
who had not voluntarily disclosed his taxes in which evasion was 
invelved came forward of his own accord and exposed his failure, 
prior to the initiation of an investigation, the criminal charge would 
not be pushed. 

Mr. McCormack. In other words, where there was full cooperation, 
of course? 

Secretary Snyper. That is correct. 

Mr. McCormack. And honesty of disclosure? 

Secretary Snyper. That is correct. That worked very well up: 
until we began to get these expanded tax rates and larger volume. 

Since that time it has become very complicated and it has caused 
us undue amount of delay in court decisions, in cases that were taken 
to trial, in trying to determine the exact line where voluntary disclosure 
could be accepted as a fact. 

Even though the intelligence people, the enforcement people were 
breathing down his back, if he beat them into the office and disclosed, 
the question then became whether or not he had complied with the 
policy. That became quite a controversial matter in the courts. 
And it caused great confusion in our handling of cases and it brought 
about the attempted abuse of that policy to the extent that after a 
study of many cases, why, we determined to abandon that policy. 

Mr. McCormack. In other words, the policy was all right in 1919 
and during the succeeding years? 

Secretary Snyper. We had no difficulty with it, comparatively, 
up until then. 
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Mr. McCormack. In view now of the tax structure we have and the 
large number of returns and the abuses that have crept in— 

Secretary SNypER. That is correct. 

Mr. McCormack. I want to congratulate you on that and also 
on the health of the taxpayer—I think that should be judicially 
determined. 

Secretary SnypER. That is correct. It is not a matter of our 
humanitarian feelings about this, but that is a matter that can be 
more accurately determined during the course of the trial of the case, 
where the judge and prosecutor are on the ground. And that seems 
to me like a prosecution and judiciary process decision. 

Mr. McCormack. For the purpose of the record, and I would like 
it myself, and probably my other colleagues might be interested, when 
a fraud matter is called to your attention, or you detect it—you have 
spot examinations, I assume, all of the time, do you not? 

Secretary Snyper. That is correct. We have adopted a new audit 
procedure on a rotating basis, and in the absence of a lead or anything 
of that sort, why we rotate the number that are spot-checked each 
vear. That gives a broader coverage and is of great value in the 
stimulation of the filing of correct returns. 

Mr. McCormack. When a fraud case is called to your attention, or 
in examining the returns you run across one that you think indicates 
a fraud and a justification for examination and investigation, will you 
give us an idea of how long a period of time it takes to make that 
investigation to get the facts, approximately? 

Secretary Snyper. Could I ask the Commissioner to give that 
detailed process that he would be in a better position to give? 

Mr. Dun tap. The average, sir, and averages do not mean too 
much—would run about 6 to9 months. But may I call your attention 
to the fact that in the case Mr. Hoffman mentioned, when talking to 
Mr. Hoffman, those things took 3 to 4 years. Others might take 30 
days. 

The actual field investigation will run somewhere around 6 months 
on the fraud angle. 

Mr. McCormack. When you get a real case, where there is a delib- 
erate attempt, a willful attempt to evade the payment of any tax, 
it takes a long while to get the evidence in order to support any 
indictment that might be returned to prove, as the Constitution 
requires a defendant guilty beyond a reasonable doubt. 

Mr. Dunuap. That is right, sir. 

Mr. McCormack. So that when you get into the deliberate fraud 
cases, it takes a long while to go in and dig out their bank returns and 
any place where they might have money hidden—it takes much longer 
than 6 to 9 months, does it not? 

Mr. Dunuap. Yes, sir. As I say, we have any number of cases in 
process how. 

Mr. McCormack. The Commissioner wanted to say something 
further? 

Mr. Duniap. We have any number of cases in process that we 
have been working on anywhere from 1 to 3 years. We hope to 
shorten that time under this plan. 

Secretary SnypER. There are hundreds of them that through some 
disclosure of reporting, and so forth, are open and shut cases that can 
be closed quickly. ‘There are both kinds. 
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Mr. McCormack. And some of those cases are of legitimate busi- 
nessmen who through a long period of time might have made one slip 
or one mistake or they may have, some of them, fallen within the 
twilight zone, and then there is a matter of proper discussion and con- 
sideration in connection with the taxpayer, is that right? 

Mr. Duntap. Correct, sir. 

Mr. McCormack. The opportunity of appearing before the proper 
officials of the Bureau, is that correct? 

Mr. Duntap. Yes, sir. 

The CHatrMan. I would like to say that each member, certainly, 
will have his opportunity to question every witness. Mr. Hoffman 
yielded, but he has three more questions that he would like to ask. 

Mr. Horrman. Yes; very short. 

Let me put it this way: Will you tell me whether or not H. R. 5174 
and H. R. 3313, one introduced in 1949 and the other in 1950, would 
have accomplished what this reorganization plan would do, and also 
brought about a similar result throughout the Treasury Department. 
And I assume that you do rot know now and are not familiar with the 
bills. 

Secretary Snyper. We will examine them and reply to that, 

Mr. Horrman. And then tell us? 

Secretary Snyper. I will be pleased to. 

Mr. Horrman. I give you a copy of a letter written to Senator 
Tobey with several exhibits, dated March 9, 1951. I have had one 
exhibit enlarged. If you will take that with you, and then give the 
report back to the committee in executive session, your idea as to the 
correctness or inaccuracy of that statement in those specific cases 
and the relationship between the men shown on the chart, as indicated 
on the chart? 

Secretary SNypDER. Yes, sir. 

Mr. Horrman. And you are familiar, are you not, with this final 
report of the Special Crime Commission of California? 

Secretary SNYDER. Yes. 

Mr. Horrman. And if you have any answer to that report which 
you have not heretofore made or do not make to other questions which 
we may ask you, the part on pages beginning on page 36 and over to 
and including 56, we would like to have that, too. Thank you. 
You have this in the library. 

Secretary SNypER. We have that. We have it. 

Mr. Horrman. The number is Library No. 51335 

Secretary Snyper. | think we have copies of that. 

Mr. Horrman. That is all, Mr. Chairman. 

The CuarrMan. Mr. Holifield. 

Mr. Hourrietp. Mr. Snyder, when did you become Secretary of the 
‘Treasury? 

Secretary Snyper. In June 1946. 

Mr. Ho.irie_p. How long had your Department had the reorgan- 
ization of the Treasury Department or the Bureau of Internal Revenue 
under consideration? 

Secretary Snyper. We began those studies and changes in 1947. 

Mr. Houtrievtp. This, then, is no expedient drafting of a plan in a 
hurry or after a few weeks’ consideration? 

Secretary Snyper. Mr. Congressman, by the time the Commissioner 
gets through presenting the plan and showing you the detail of it, you 
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will know that it could not have been any other than the result of a 
very careful, prolonged study. 

Mr. Ho.iFret D. Tour statement. shows there has been continuous 
administrative improvement in your Department since you became 
Secretary of the Treasury, following both the recommendations of 
special investigation commissions appointed to study the function of 
the Bureau and certain recommendations of committees of Congress. 

Secretary SnypDER. That is correct, sir. We can give you a chron- 
ological history of those if you would like to have them, with the 
results. 

Mr. Ho uirrevp. It is true that the Appropriations Committee of 
the Eightieth Congress recommended that the positions under that 
of Commissioner be placed under civil service? 

Secretary Snyper. That is correct. I think all of these studies 
have included that. 

Mr. Ho.irietp. That was during the Eightieth Congress, and the 
members of that C ongress had a chance to put the employ ees of the 
Bureau under civil service, too; did they not? 

Secretary Snyper. That is correct. 

Mr. Houtr1evp. Is it not true that the collectors of internal revenue 
have been political appointees for over 100 years? 

Secretary SnypER. That is correct. 

Mr. Houirretp. By both Republican and Democratic administra- 
tions? 

Secretary SnypER. That is correct. 

Mr. Horrman. Not all of that time, not for the last 20 years. 

Mr. Houirte_p. We must not forget, though, that during the last 
100 years we have had Hardings and Coolidges and—— 

Mr. Horrman. And Teapot. 

Mr. Ho.irrevp (continuing). And Hoovers, and a few others who 
had the same opportunity to put these political appointees under civil 
service that the Democratic administration has had. 

Is it not true that under the Democratic administration we have 
made great strides forward in putting political appointees, such as 
postmasters and other servants of the Government, under civil service? 

Secretary Snyper. I think that is true; yes, sir. I can address 
myself more particularly——— 

Mr. Horrman. I do not see how that has any bearing on the bill 
unless he tells me which direction they went. 

Mr. Houirretp. We realize that there is no absolute guaranty 
that people under civil service will be honest. We realize that. 
The very fact of putting them under civil service does not insure 
absolute honesty; does it? 

Secretary Snyper. No, sir; that was not the point we were making. 
It does permit us, under this reorganization plan, to so streamline 
the flow of authority and responsibility that it will tend to eliminate 
the temptations and opportunities for deviation. 

Mr. Houirietp. That is right. And experience has shown that 
people who make Government a career and who are given career 
protection, such as they are given under civil service, are more zealous 
of their positions than the people who may be appointed just for a 
few years and removed because of political changes in administration. 

Secretary Snyper. I think that is definitely true, sir. The very 
reaction of the fine group of people composing the Treasury Depart- 
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ment personnel to these deviations has signaled that very definitely. 
They have been considerably humiliated and outraged by anyone 
who has dishonored their service. 

Mr. Houirretp. And they acquire a certain, let us say, equity, 
speaking of it in a broad sense, in their career, certain rights for pen- 
sions and vacations, sick leave, and so forth which, in many instances, 
political appointees do not get. And, therefore, to a certain extent, 
they have more at stake, let us say, in making a good public official? 

Secretary Snyper. That is certainly true. And in the Treasury 
Department those employees have demonstrated that type of attitude 
in their willingness to assist in these reorganizations that we have 
carried on in the Treasury. 

I think that within the past 6 months I addressed a letter to Con- 
gressman Karsten that set out some of those improvements and the 
results which showed a real participation of the employee tn trying to 
increase the efficiency of the Department and the service to the public. 

Mr. Hourrretp. And I notice that, in one of your statements pre- 
sented to the Members of the Congress, you had instituted a system 
of cash awards for efficient ideas; that is, the advancement of efficient 
ideas or procedures or processes. 

Secretary Snyper. That is true. And that has been very popular 
and most productive. 

To give you one simple illustration of how that stimulates the 
initiative ability and efforts of our civil-service employees: During the 
time when we were issuing checks to the veterans on those adjusted- 
insurance refunds it was necessary to have an insertion which ex- 
plained how the amount of the check was arrived at. This, plus the 
check, had to be inserted in an envelope. 

This employee thought of the idea of putting a little hole in the 
check, about the size of a pencil eraser; then, by suction, the check was 
picked up with the little slip of paper ‘ and both of them were slid 
into the envelope. 

That one simple thing saved thousands of dollars in that one opera- 
tion. 

Well now, it is things of that sort that I could just name at length 
which are most stimulating as to what has happened in the individual 
thinking of the employee due to that cash-awards program. 

Mr. Howrrrevp. I understand that you have given over 2,000 
cash awards to these civil-service employees for their recommenda- 
tions. 

Secretary Snyper. That is correct. 

Mr. HouirieLp. For improvement. 

Secretary Snyper. Yes. 

Mr. Houtrievp. It is true that the Hoover Commission in its 
report on the Treasury Department recommended that all officials 
in the Treasury Department below the rank of Assistant Secretary 
should preferably be appointed from career service without Senate 
confirmation? 

Secretary Snyper. That is correct. 

Mr. Ho trtevp. So this present plan carries out this recommenda- 
tion of the Hoover Commission; does it not? 

Secretary Snyper. Except for the Commissioner. 

Mr. Horrman. You mean as to this particular branch of service? 
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Mr. Hourrieip. As to this particular branch of the service, the 
reorganization plan we have before us. 1 am trying to confine my 
questions to the business before the committee. 

Mr. Horrman. Internal Revenue? 

Mr. Hoxirietp. Again I ask you the question, the present plan 
carries out the Hoover Commission recommendations on the point of 
putting these people under civil service? 

Secretary Snyper. Except for the Commissioner, yes, sir. 

Mr. Houirieip. And, of course, the Presidential appointments of 
the heads of departments have always been exempted from civil service, 

Are you aware that the Hoover Commission’s task force, in the 
report on fiscal, budgeting, and accounting activities, recommended a 
consolidated career revenue service and as its administrative head a 
Commissioner of Revenue to be appointed by the President with the 
approval of the Senate? 

Secretary Snyper. That is correct. 

Mr. Houirietp. On the same subject, this plan also lifts salary 
ceilings for certain top-level personnel, and this also follows the Hoover 
Commission’s report on personnel management, which found that 
salary ceilings for professional, scientific, technical, and administra- 
tive personnel are too low to attract high-caliber people to Govern- 
ment, and which recommended a raising of those salaries and a far- 
reaching revision of the structure of the governmental departments, 
including the Treasury Department. 

Secretary Snyper. That is correct. And, Mr. Congressman, I 
have noticed the editorial comment following the introduction of 
this reorganization plan has almost universally supported that 
very thought. 

Mr. Houtrretp. In the Hoover Commission’s report on general 
management of the executive branch, the Commission emphasized 
the necessity of creating a more orderly grouping of Government 
functions, establishing clear lines of responsibility and control, 
creating strong staff services, developing a much greater number of 
capable administrators in public service, and so forth. This plan 
also complies with that; does it not? 

Secretary SNYDER. Yes, sir. 

Mr. Houirievp. During the Eightieth Congress the House Appro- 
priations Committee—the Canfield subcommittee, which I referred 
to previously—recommended that the Hoover Commission under- 
take a thoroughgoing analysis of the Bureau of Internal Revenue at 
the earliest possible moment, since the great importance of this 
agency which collects the revenues for operating the Government 
requires that it be given the highest priority in the Commission’s 
program. 

That was a recommendation of the Canfield subcommittee? 

Secretary SNyDER. Yes, sir. 

Mr. Houirie_p. Notwithstanding the fact that the Eightieth Con- 
gress did nothing about this recommendation of its own subcommittee, 
your administration of the Treasury Department has gone ahead with 
that study and has made numerous administrative changes; has it not? 

Secretary Snyper. We have. 

Mr. McCormack. Your answer to that was what? 

Secretary Snyper. I said we have. 
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Mr. Houirrevp. In 1950, I believe it was, we approved Reorgani- 
zation Plan No. 26. 

Is this not a natural progression, a natural furtherance of the prin- 
ciple of plan No. 26 which gave you certain authority that you had not 
had before? 

Secretary Snyper. I gave recognition to that in my testimony. It 
has been extremely helpful. 

Mr. Hourrievp. I notice in section 4 of plan No. 1 that vou make 
reference to that. 

Will vou please explain the meaning of section 4 of the plan? 

Secretary Snyper. The purpose of section 4 is purely precautionary ; 
that is, to pick up and vest in the Secretary any functions which may 
inadvertently have been placed by statute in offices or employees of 
the Bureau since Reorganization Plan No. 26 of 1950 became effective. 
It is entirely in the spirit of Reorganization Plan No. 26 and, as I say, 
is purely a precautionary measure because of the number of bills 
affecting the Department which have been enacted since then. 

Mr. Houtrretp. Then, this is a furtherance, a protection, you 
might say, for any amendment which may have been written into an 
appropriation bill or any other legislation passed since that time and 
which placed a function in a lower official. This is taking that function 
and placing it directly under your control and responsibility ; is it not? 

Secretary Snyper. That is correct. 

Mr. Houirietp. Could you give us any examples of amendments 
which may have affected a function in some of your subordinate 
offices? 

Secretary SnypER. Well, the various excise taxes. We have not had 
a chance to fully analyze some of those. There are quite a number of 
those. The four revenue statutes that I mentioned awhile ago. We 
have not gotten the full implication of some of the provisions in some 
of those yet. 

Mr. Hourrieip. If you have any of those examples, we would 
appreciate their submission. 

Secretary Snyper. We will have a study made and furnish it. 

(The information is as follows: ) 


List or Strarutes Wuicu Have, INCONSISTENTLY WITH REORGANIZATION PLAN 
No. 26 or 1950, Vestep FUNCTIONS IN OFFICIALS OF THE BUREAU OF INTERNA! 
REVENUE 
Section 4 of Reorganization Plan No. 1 of 1952 was included as a precautionary 

provision to assure consistency with the theory of Reorganization Plan No. 26 

of 1950. Statutes enacted since the effective date of the latter plan which have 

apparently inadverently, placed functions in officials of the Bureau of Interna 

Revenue, include the following: 

Public Law 716, Eighty-first Congress. 
Public Law 756, Eighty-first Congress. 
Pubiic Law 919, Eighty-first Congress. 
Public Law 71, Eighty-second Congress. 

Section 4 of Reorganization Plan No. 1 of 1952 has no effect upon section 5012 
of the Internal Revenue Code, which authorizes the Joint Committee on Interna 
Revenue Taxation to secure data and information directly from the Bureau of 
Internal Revenue. Whether or not Reorganization Plan No. 26 of 1950 affected 
that provision, there can now be no doubt, in view of the provisions of Publi 
Law 2, EKighty-second Congress, that neither Reorganization Plan No. 26 of 
1950, Reorganization Plan No. 1 of 1952, nor any other reorganization plan can 
take away the authority of the joint committee to secure data and informatio 
directly from the Bureau. 
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Mr. Houirre_p. That section is precautionary chiefly, I realize 
that. 

The abolition of this office is something I would like to explore with 

you just for a moment. 
’ You have abolished 64 of these internal revenue collectors’ offices. 
That is covered in section 1. And the plan specifies that 25 district 
offices will be set up within the year, I believe, before December 1, 
1952. 

Secretary SnyDER. Yes, sir. 

Mr. Hourrrevp. Is it your intention to set up those 25 offices? 

Secretary Snyper. Those are the districts? 

Mr. Hourrrevp. Yes. 

Secretary SNypDER. Up to 25. 

Mr. Houtr1e.p. Up to 25. 

Secretary Snyper. That is correct. 

Mr. Houir1eLtp. You do not say at this time. 

Secretary Snyper. The exact number. We are studying that. 
We have a general framework as to geographical location and center 
of population and distribution of returns that will be the determining 
factors in selecting those district lines, but that is flexible, of course. 

Mr. Houirietp. What happens to the present collectors under 
civil service? 

Secretary Snyper. Well, the present collector, if he qualifies under 
civil service, will be considered for continued appointment in some 
capacity. 

Mr. Hourrretp. Each collector now in office will be given an 
opportunity to take a civil-service examination, to determine his 
competence in the office in which he is now working? 

Secretary Snyper. That is correct. There will be no blanketing 
of those people into civil service. It will be on merit. 

Mr. Houtrrep. It will be done strictly on a merit basis? 

Secretary SNyDER. That is correct. 

Mr. Hourriretp. One more question that I would like to ask in 
regard to the Assistant General Counsel. 

I notice in your proposed organization chart that you have this 
title, ‘Assistant General Counsel for the Bureau of Internal Revenue,”’ 
but in the plan itself you do not include the words, ‘“‘for the Bureau 
of Internal Revenue.” 

Will vou please explain that? 

Secretary SnypeR. The Assistant General Counsel will be the 
person doing functions of what is called the chief counsel of the 
Bureau. 

The chief counsel of the Bureau is presently an assistant general 
counsel of the Treasury. 

Under this he will be an assistant general counsel, which is the 
same as the chief counsel is today. 

Mr. Hourrietp. Will he be responsible to the Commissioner of 
Internal Revenue, or will he be responsible directly to the general 
counsel of the Treasury? 

Secretary Snyper. He will have two functions there. He _ will, 
insofar as the operations of the Bureau are concerned, be accountable 
to the Commissioner. In the studies on tax planning and that sort of 
thing he would function through the general counsel of the Treasury. 
So he really has two. 
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Mr. Hourrre.p. On policy making then, on policy lines, he would 
be responsible to the general counsel and on operational lines he would 
be responsible to the Commissioner? 

Secretary Snyper. That is correct; ves, sir. 

Mr. Houtrieip. That brings up the matter of personality, of course, 
of the Commissioner of Internal Revenue, who is a political appointee. 

Seeretary Snyper. At the present time he is, but he will not be 
under the plan. Oh, the Commissioner? Excuse me, I thought we 
were still talking about the other. 

Mr. Hourrretp. He would be the head of the Bureau. 

Secretary Snyper. Yes, that is correct, the Commisisoner. 

Mr. Houirie.p. We have occupying that position the gentleman 
on your left there, General Dunlap. And it seems to me, in view of 
the control and authority which this plan vests in him, it will be very 
important to understand who that man is, what his background is, 
what his qualifications are. 

I wondered if at this time you could give us some of the qualifica- 
tions and the background of General Dunlap. 

Mr. Horrman. How has that anything to do with whether or not 
we should adopt the plan? 

Mr. Ho.uirieip. Because of the concentration of control and 
responsibility in the Commissioner of Internal Revenue. I think we 
can all realize that that is a key position under this set-up. It is 
much more concentrated authority, and therefore we should be that 
much more careful as to the type of man who is in that. 

Mr. Brownson. If the gentleman will yield, one of the Secretary’s 
pertinent points, in his testimony here, is the fact that this decen- 
tralizes the internal revenue operation—it is the opposite of a Wash- 
ington top-heavy plan, and places full responsibility at the grass-roots 
level. 

Mr. Houirieip. The gentleman, of course, realizes that I said the 
control and responsibility is concentrated on the Washington level, 
and the operational function, so far as the taxpayer is concerned, is 
decentralized to the local level. 

Mr. Horrman. The point I make is, What has that to do with this 
plan? 

Mr. Hotrrietp. If it is objectionable to the gentleman from 
Michigan 

Mr. Horrman. It is not objectionable. I thought it not relevant 
to the issue, 

Mr. Houirre.p. We will be glad to concede to the gentleman from 
Michigan. 

Mr. McCormack. Might I say that General Dunlap is not only a 
career man, but one of the outstanding Americans of this time. He 
was a brigadier general in World War II. 

I would like to have the record show that 

And the new Assistant Counsel will be the clerk of the Ways and 
Means, Mr. Charles Davis, whom most of us know, particularly those 
of the Ways and Means Committee. There is nobody more honorable 
and trustworthy than he. 

\ir. Horrman. I have not heard anything to the contrary. 

The CuatreMan. We will proceed with the reorganization plan. 

Mr. Houirieip. I will ask if the duties of the Assistant General 
Counsel under this plan as outlined are earmarked as duties under the 
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responsibility of the Commissioner of Internal Revenue, and when I 
ask that question maybe I should clarify it by asking whether it will 
be his sole responsibility, whether he will be encumbered with other 
duties in the Treasury Department or is he assigned to this job strictly 
and solely for the purpose of performing fully in this job? 

Secretary SNypER. His job will be in the building of the Bureau. 

Mr. Houirirevp. That is right. 

Secretary Snyper. Yes. 

Mr. Ho.irrevp. And his sole duties will be under the Commissioner 
of Internal Revenue as far as his professional services are concerned? 

Secretary Snyper. He will be responsible professionally to the 
general counsel and will be called into counsel in the preparation of 
polity matters at the general counsel level of the Treasury and in the 
preparation of tax proposals to Congress and things of that sort. 
But it will be strictly a tax operation. 

Mr. Houtrretp. Would it be your policy, if this is a fair question, 
sir, to maintain a man in that position as long as his services were 
necessary and were efficient; in other words, over a long period of 
time, or would it be your policy to rotate men in that position on 
short periods of duty? 

Secretary SnypER. Well, he becomes a civil-service employee under 
this plan, and of course his service in that position would have to be 
determined both by his own attitude and by his record of performance. 

Mr. Hourrrevp. In other words, as long as he did a job under the 
responsibilities of his office he would not be shifted into other work, 
unless it was for cause? 

Secretary Snyper. Well, | would not say that, because that is an 
administrative matter that we have to stay flexible on as time goes 
along. His qualities and his abilities may develop there so that we 
would want to give him a promotion or something of that sort. I 
would not want to say he is frozen into that particular job. 

Mr. Houirtetp. My concern was that it would seem that this job 
should be a job with considerable continuity to it. 

Secretary Snyper. Of course, the value of the incumbent is increased 
by that long term in office, because of the experience he gains in deal- 
ing with matters that are of necessity coming before him. 

Mr. Ho.trieip. At this time, Mr. Secretary, I will desist from 
further questions. I understand that the chairman wishes to give 
the committee a chance to have their luncheon period. 

The CuarrMaNn. More important than the lunch is the fact that 
it is necessary to attend the opening of the session. The bell has 
just rung, and Congress will convene in a few moments. 

We will stand adjourned until 2 o’clock, Mr. Secretary. Does 
that hour suit you? 

Secretary Snyper. I will be back; yes, sir. 

The CuarrmMan. We will stand adjourned until 2 o'clock. 

(Whereupon at 12 o’clock the committee recessed until 2 p. m., 
the same day.) 

AFTERNOON SESSION 


The committee resumed hearings Friday, January 18, 1952, at 2:10 
p.m.,in room 1310, Hon. William L. Dawson, chairman, presiding. 

The CHarrMan. The commitee will come to order. 

We will resume the hearing on Reorganization Plan No. 1 of 1952. 

Mr. Snyder? 
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FURTHER STATEMENT OF HON. JOHN W. SNYDER, SECRETARY OF 
THE TREASURY; ACCOMPANIED BY E. H. FOLEY, UNDER SECRE- 
TARY OF THE TREASURY; THOMAS J. LYNCH, GENERAL COUN- 
SEL, TREASURY DEPARTMENT; JOHN B. DUNLAP, COMMIS- 
SIONER, BUREAU OF INTERNAL REVENUE; WILLIAM W. PAR- 
SONS, ADMINISTRATIVE ASSISTANT SECRETARY, TREASURY 
DEPARTMENT; AND EDWARD F. BARTELT, FISCAL ASSISTANT 
SECRETARY, TREASURY DEPARTMENT 


Mr. Snyper. Mr. Chairman, Congressman Holifield asked a ques- 
tion about the duties of the Assistant General Counsel under the 
reorganization plan. In order to have the record clear, if I may have 
permission, I would like to read into the record the description of that 
position as we have it in the reorganization plan. 

The Cuarrman. Yes, Mr. Snyder. 

Mr. Snyper. I should like to amplify my answer to Mr. Holifield’s 
inquiry relating to the provisions of the reorganization plan which 
abolish the Office of Assistant General Counsel for the Bureau of 
Internal Revenue and establish in its place a new office to have the 
title assistant general counsel. Existing statutes provide that the 
general counsel shall be the chief law officer for the Department oi the 
Treasury, appointed by the President with the advice and consent of 
the Senate. 

The statutes also authorize other assistant general counsel to be 
appointed by the Secretary except for an “Assistant General Counsel 
for the Bureau of Internal Revenue,’’ who is now appointed by the 
President with the advice and consent of the Senate. 

The purpose of the proposed plan is to remove the assistant gen- 
eral counsel for the Bureau of Internal Revenue from Presidential 
appointment and Senate confirmation, so that he will be appointed 
by the Secretary as are other assistant general counsel. The pur pose 
oi removing the specific designation of assistant general counsel ior 
the Bureau of Internal Revenue is to carry out the principle of Gov- 
ernment management recommended by the Hoover Commission and 
authorized by this committee on plan No. 26, that the head of the 
Department should have the authority for flexible internal manage- 
ment of his Department. 

Accordingly, the Assistant General Counsel who will serve for the 
Bureau of Internal Revenue will be designated by the Secretary. 
That officer will serve the Commissioner of Internal Revenue in the 
relation of lawyer to client. The Commissioner will have full authority 
and responsibility for the direction of the operations of the Bureau of 
Internal Revenue. The duty of the Assistant General Counsel who 
will serve the Commissioner of Internal Revenue will be to give the 
highest quality of professional legal service to the Commissioner and 
other officers of the Bureau under the general supervision of the general 
counsel as the chief law officer of the Department. 

Mr. Houtrretp. In other words, his functional operation will be 
under the Commissioner of Internal Revenue, but his responsibility 
for following out policies laid down by the Secretary of the Treasury 
will be first to the general counsel and, of course, then to you indirectly. 

Mr. Snyper. That is correct. 
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Mr. Houirietp. Would you consult this chart for a few minutes 
and take up the line of Assistant Commissioner, Inspections, and 
explain, if you will, where this is an improved arrangement over the 
previous arrangement? 

Mr. Snyper. Mr. Holifield, on Monday the Commissioner intends 
to give you a full picture of that inspection service. 

Mr. Houirre.p. You prefer to have him answer that? 

Mr. Snyper. Because it will go into detail. I would prefer to have 
him go into those detailed operations. 

Mr. Hourrtevp. All right. Then I will direct ‘this question to 
you: What is the merit involved in the plan in the consolidation of 
different types of field offices into one office? 

I will take the arrangement that I am familiar with in Los Angeles; 
At present they have seven or eight different units, such as the 
alcohol tax unit office, penal division office, technical staff office, 
chief counsel’s office, and so forth. It is my understanding that all 
of these seven or eight different offices will now be combined in one. 
In other words, an individual having business with the Government 
in any of those fields will be able to go to a central office and transact 
his business and it will be under the responsibility and control of 
one of the 25 district commissioners. 

Mr. Snyper. That is correct. 

This combining of functions will also start at a lower level in the 
office that is now the collector’s office. The deputy district commis- 
sioner—that will be the title of the man who replaces the collector— 
will have additional authority and additional responsibilities also 
added to his office, so that, when a taxpayer goes in to talk about his 
tax return or his problems in connection with his return, he knows 
the office to go to where he will get the advice he needs without 
having to find after he arrives there that his problem is one involving 
a return in excess of $8,000 and therefore he must go over to another 
place. Then, when he gets over there, he finds it involves an audit 
problem and he must go to another place. Then he finds, because 
of some corollary revenue, he may be involved with another office. 

He will be able to get all these answers at one office. 

Then that stems up into the district office. So all the various 
supervisory and functional operations that now require all these 
different connections will be concentrated into that one line of au- 
thority. 

That will be a great service, we think, to the taxpayer. 

Mr. Ho.utirtevp. I am sure it is, because I have had complaints 
quite often from people about the confusion involved in dealing with 
two or more facets of their tax business with the Government. 

As I understand it, at the present time, because of the different 
divisions, they have to go through seven different administrative 
routines or channels to Washington. 

Mr. Snyper. That would be the extreme case; yes. 

Mr. Houirretp. Under this new arrangement, there would be only 
one. 

Mr. Snyper. The authority will be in the district. The deputy 
district commissioner to the district commissioner to Washington. 

Mr. Ho.trire.tp. The deputy district commissioners would take 
over to a great extent the functions of the present 64 collectors? 
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Mr. Snyper. Plus additional responsibilities that will be placed 
there so as to make a central place for the taxpayer to take his problem. 

We have a revised chart that is now being printed and will be ready 
Monday for you that will show clearly that flow. It is a much more 
detailed chart than the one now before you. 

Mr. Houirietp. Mr. Chairman, those are all the questions I have 
to ask at this time. 

The CHarrMan. Mrs. Harden. 

Mrs. Harpen, Mr. Snyder, on page 6 of your statement you say: 

One step I took was to create a committee of highly qualified men to direct 
management improvement studies within the revenue service. 

Could you please furnish the committee with a list of names of the 
committee that you appointed? 

Mr. Snyper. | will be pleased to do that. 

(The material referred to follows:) 


NAMES OF THE MEMBERS OF THE TREASURY DEPARTMENT’S COMMITTEE To 
DirEcT MANAGEMENT STUDIES OF THE BuREAU OF INTERNAL REVENUE 


MEMBER ALTERNATES 


A. L. M. Wiggins,! assistant to the Sec- John 8. Graham, Assistant Secretary of 


retary, Chairman the Treasury 

John B. Dunlap, Commissioner of In- Justin F. Winkle, Assistant Commis- 
ternal Revenue, Vice Chairman sioner of Internal Revenue 

T. C. Atkeson, assistant to the Commis- W. A. Gallahan, Office of Assistant to 
sioner of Internal Revenue, Executive the Commissioner of Internal Reve- 
Director nue 

Fred 8S. Martin, Assistant Commissioner Clifford W. Stowe, Head, Technical 
of Internal Revenue Staff, Bureau of Internal Revenue 

EK. F. Bartelt, Fiscal Assistant Secretary R. W. Maxwell, Commissioner, Bureau 
of the Treasury of Aecounts 

William W. Parsons, Administrative James H. Hard, Director of Personnel, 
Assistant Secretary Treasury Department 

John L. Fahs, collector of internal reve- Al Chamberlin, Supervisor of Accounts 
nue, district of Florida and Collections 

Leslie R. Miles, internal-revenue agent Raymond H. Reichel, internal-revenue 
in charge, Philadelphia agent in charge, Buffalo 

C. B. Stauffacher, Executive Assistant W. E. Mattingly, Estimates Division, 
Director, Bureau of the Budget Bureau of the Budget 


George W. Mitchell, vice president of 
the Federal Reserve Bank of Chicago 
Richard W. Nelson, office of the assist- 
ant to the Commissioner of Internal 
tevenue, secretary to the committee 
Mrs. Harpen. You also state that: 


An outside management firm was called in to make an independent survey of 
the Revenue Bureau’s structure and organization. 
That is on page 6, the fourth paragraph. 

Mr. Snyper. Yes. That firm’s name is over on page 10. 

Mrs. HarpeN. On page 10? 

Mr. Snyper. Yes, Mrs. Harden. It is next to the last line on 
page 10. 

\irs. HArpEN. What amount was paid to this outside firm? 

Mr. Snyper. We will get that. That amount was authorized 
specifically by Congress for us to use in that fashion, but we will 
give you the exact amount of the contract. 


! Formerly Under Secretary of the Treasury and now chairman of the board of the Atlantic Coast Line 
and Louisville & Nashville Railroads 
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(The material referred to follows:) 


Amount Patip THE MANAGEMENT ENGINEERING Firm oF CresaPp, McCormick 
& PAGET FOR THE STUDY OF THE BUREAU OF INTERNAL REVENUE AUTHORIZED 
BY THE CONGRESS 


The amount paid Cresap, McCormick & Paget was $107,000. 


Mrs. Harpen. Thank you. 

In 1951 there were 57,000 employees working for the Internal 
Revenue Department; is that correct? 

Mr. Snyper. Approximately 57,000. 

Mrs. Harpen. Does this plan of reorganization, which we are 
studying and considering at this time, decrease that number of 
employees? 

Mr. Snyper. It does not. As a matter of fact, we have asked the 
Appropriations Committee for some additional employees because 
of the added workload in connection with this racket-squad work 
and some of the other functions in the enforcement section. 

Mrs. Harpen. Well, could you give us approximately dollarwise 
the amount, then, of the increase to the taxpayers? You are going 
to increase the number of employees. 

Mr. Snyper. | didn’t say that this plan would require more. You 
asked if the 57,000 were to be reduced. 

Mrs. Harpen. That is right. 

Mr. Snyper. I said—— 

Mrs. Harpen. I mean reduced by this plan we are studying now. 

Mr. Snyper. I didn’t mean to say more was being asked for in this 
plan. It is because of the present workload that we are asking for 
additional personnel. We do not know at this time whether this will 
require additional employees or not in the initial stages. That will 
have to be evolved.as we get set up. We believe in the long run this is 
definitely going to result in economies, but in the initial change-over, 
we cannot estimate in dollars what that initial shift will cost. 

Mrs. Harpen. Therefore, you are not able at this time to estimate 
in dollars what the increase to the taxpayer will be by increasing the 
number of employees? 

Mr. Snyper. I want to get that clear. I misunderstood you as to 
whether there were reductions in the present number of employees 
contemplated and my answer was that, because of the heavy work- 
load, regardless of this plan 

Mrs. Harpen. | understand that. 

Mr. Snyper. We had asked Congress for additional authorization 
for employees in the appropriation that has just been requested. 
But as to the necessity for increased number of employees because 
of this plan, we are not in a position to advise how many we will 
need, if any, and what that additional cost will be at this time. 

Mrs. Harpen. Thank you. 

That is all, Mr. Chairman. 

The CuarrMan. Mr. Curtis. 

Mr. Curtis. Mr. Secretary, just following up that one question 
of Mrs. Harden’s, I do not quite understand your answer. You say 
you do not know whether this plan will be more efficient when 
adopted from the standpoint of employees. 

Mr. Snyper. I made no such statement, sir. She asked me what 
the increased cost would be. 
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Mr. Curtis. No. Let’s direct it to the one thing she said about 
whether it would require more employees or not, and you seid, | 
believe, “you didn’t know.” 

Mr. Snyper. I did say that. There is no question but that this 
will increase the efficiency of operation. As to economies, that was 
the question we were discussing, and I said in time we are certain it 
will work out greater economies in the operation. As to what imme- 
diate effect it will have, I am not in a position to state. 

Mr. Curtis. You say this has been under contemplation for some 
time. Usually in a reorganization plan for better administration, one 
of the things you do consider is whether or not you can save on per- 
sonnel. I[ am a little bit surprised that that hasn’t come into your 
calculations. 

Mr. Snyper. I can assure you it has been carefully studied. The 
initial problem confronted here is a better service, 

Mr. Curtis. That involves people, too. 

Mr. Snyper. That is correct. 

Mr. Curtis. A number of people. 

Mr. Snyper. That is correct. 

Mr. Curtis. Yet you have no figures on that as to the number 
it will take to do the same job under this system as it would under the 
old system. 

Mr. Snyper. I made the statement I didn’t know whether it would 
it would take any more or not in the initial stages. We will have to 
work this out and make the shift and see what the problems are. We 
think it is going to create considerable economies in cutting out 
duplications of stock rooms, stockkeepers, in clerical work, in filing 
spaces. We can see a great number of economies that are definitely 
going to be brought about by this plan, but maybe I am too meticulous 
in trying to answer your question specifically, because I do not want 
to go on record here saying it is going to save five people and it won't 
save but four. I am just trying to be perfectly fair with you, that we 
thought this through very carefully. I am not in a position here 
today to say whether this will save 25 people or it won't save 25 people. 

Mr. Curtis. Mr. Secretary, if you will let me ask the questions, 
I am trying to find out how meticulous the study has been. In 
asking that I wanted to know whether you could save employees. 
You say you haven't gone that far in your study and vou do not know. 
That is correct, isn’t it? 

Mr. Snyper. I said we haven’t reached the point where I could 
name you a figure that is correct. I would be very foolhardy and any 
management engineer would be very foolhardy to try to make such 
an estimate, slr. 

Mr. Curtis. | was merely asking whether you made the study. 

Mr. Snyper. We have considered it very carefully and we know 
in the long run it will create economies of operation. 

Mr. Curtis. But you cannot give this committee any detail at all 
or anyone on your staff—as to the specific details of that study, can 
you: 

Mr. Snyper. Certainly we can. 

Mr. Curtis. That will be available to the committee? 

Mr. Snyper. That is correct. 

When the Commissioner testifies, he will be glad to show vou some 
of the intimate details of the plan. 
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Mr. Curtis. He may be able to show us that there will be a decrease 
in personnel? 

Mr. Snyper. I am not going to commit him to any such task in 
such a major move as this in its initial stages. 

Mr. Curtis. Do you know whether that might come up? Was that 
discussed between you and he in adopting this plan, whether there 
would be economies in personnel? 

Mr. Snyper. In the long run, yes. 

Mr. Curtis. Let us talk about the short run. 

Mr. Snyper. We have no earthly way of knowing that until we get 
into operation. 

Mr. Curtis. I don’t want to argue with you, Mr. Secretary. It is 
very clear to me that your studies are not sufficiently in detail to know 
whether or not it will effect economies in personnel immediately if we 
adopted this plan in the Congress and turned it over to you to- 
morrow—you wouldn't be able to effect saving in personnel, would 
you? 

Mr. Snyper. We probably wouldn’t have that information avail- 
able for you if we hired a firm of management engineers and emploved 
them a vear to study it before we actually put the plan in operation. 

Mr. Curtis. Mr. Secretary, you have testified you have been work- 
ing on a general plan for reorganization for 6 years. 

Mr. Snyper. Haven’t I demonstrated it by what we have already 
done? 

Mr. Curtis. Yes. I will get to that. 

The President’s message, however, that I have before me, suggests 
very clearly that this is possibly the result of expediency of the mo- 
ment, to clear up this problem of unfaithful servants. 

Mr. Snyper. The history of the development shows clearly that 
there has been careful study of it. 

Mr. Curtis. Well, sir, the President said, at page 2, second para- 
graph: 

The thorough reorganization of the Bureau of Internal Revenue which I propose 
will be of great help in accomplishing all of these ends. 

Among other things, he refers to the maintenance of 
the highest standards of integrity and efficiency in the Federal service. 

Then he goes on to say: 

It is an integral part of a program to prevent improper conduct in public service, 
to protect the Government from insidious influence peddlers and favor seekers, 
to expose and punish wrongdoers, and to improve the management and efficiency 
of the Executive Branch, 

I think you must admit that in the public’s mind this program has 
been presented to us as a result of expediency and not as the result, 
as you suggest, of long study. That is what | am trying to find out. 

Mr. Snyper. It happens to fit into both categories. It has been 
carefully studied, and it also serves to carry out the part of the Presi- 
dent’s program that he mentioned there. As I suggested this morning, 
certainly the streamlining of the Bureau and pinpointing of authority 
and responsibility will clearly serve to improve the efficiency and 
integrity of the organization. 

Mr. Curtis. Because I have asked these questions and I know you 
want to give me the answers, | frankly am not satisfied with the 
answers and it is not clear in my mind “as to just what studies your 
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organization has done in the way of determining what efficiencies 
would be effected by adopting this plan. Maybe [. just do not under- 
stand. 

Mr. Snyper. Did you read the Hoover report? 

Mr. Curtis. I certainly have. 

Mr. Snyper. Did it tell you how many people would be saved in a 
specific job? 

Mr. Curtis. That is a general report and you have the detailed job 
of carrying that out. 

Mr. Snyper. We will carry it out to the best of our ability. We 
have some detailed plans showing you what we intend to do. I will 
not undertake at this time to pin it down and tell you the number of 
people. 

Mr. Curtis. I want to be sure I am giving full opportunity to you. 

Mr. Horrman. I don’t know what we will save. I am in the same 
situation as you are. 

Mr. Curtis. Mr. Hoffman, that is why I asked the Secretary again 
to show that it wasn’t clear in my mind and, if he has any other way 
of making it clear to me, and possibly you and the general public, as 
to what details there are involved in this plan to show us that it will 
be more economical and wil save personnel—and if it won’t, all right, 
but let’s find out what you have done. 

Mr. Snyper. Mr. Congressman, I think we have to get in per- 
spective the initial objective of such a plaa. 

Mr. Curtis. Let’s limit it to one objective, which is economy. 

Me. SnypErR. We have to take the principal objective and then we 
will take up the secondary one. 

Mr. Curtis. One of the objectives certainly would be economy of 
personnel. 

Mr. Snyper. That will certainly come along. 

Mr. Curtis. It hasn’t come along vet. 

Mr. Snyper. It will not until we get into operation. 

Mr. Curtis. 1 am talking about the study of it. Does the study 
reveal it will be an economy of personnel? 

Mr. Snyper. We are quite sure it will. 

Mr. Horrman. If he made a study, he ought to know something 
about it. 

Mr. Curtis. One thing that has disturbed me a little bit is because 
! am very much interested in the Hoover Commission recommenda- 
tions on this, and there are two basic recommendations that they 
made, that I do not find in this plan, and I want to be sure whether | 
am right on that or not. One is that they recommended, of course, 
that the customs collections be thrown into the same organization as 
your Bureau of Internal Revenue. Isn't that correct? 

Mr. Snyper. That is one of the recommendations. 

Mr. Curtis. You decided not to follow that recommendation at 
the present time; is that correct? 

Mr. Snyper. That is correct. 

Mr. Curtis. One other—and to me the major one particularly to 
meet the President’s objective which seems to be to set higher stand- 
ards and to protect the Government from this insidious influence 
that is in this fiscal, budgeting, and accounting activities task force re- 
port prepared in January of 1949, at the bottom of page 25, where it 
says that throughout the years two important features in the control 
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of tax receipts appear to have been overlooked in the Treasury’s organi- 
zation and fiscal procedure. One of these is the immediate check on 
cash at the point of tax collections and the other is the independent 
check on tax accruals from the time of assessment until the time of 
actual collection. Under the present system the tax assessing bu- 
reaus are virtually their own collectors and auditors. The same 
officers and staffs in Customs and Internal Revenue have charge both 
of the assessment and of the collection of taxes. This is literally 
true of Customs and for all practical purposes of Internal Revenue. 
In order to remedy this situation, it is suggested that arrangements 
be made whereby the actual receipt of collections and currency in 
payment of taxes in the office of both the collector of customs and 
Internal Revenue should either be supervised directly or reported 
immediately to the Treasury units in the new fiscal service. 

That was the second major suggestion they made, the creation of 
a new fiscal service. 

Mr. Snyper. We are already working on revisions in the accounting 
and auditing system. 

Mr. Curtis. Have you created this new fiscal service that the 
Hoover Commission contemplates in the over-all organization of the 
Treasury Department? 

Mr. Snyper. I don’t know whether it is exactly the Hoover 
recommendation. We are revising the audit and accounting function. 

Mr. Curtis. When was that done, Mr. Snyder? Is that what is 
proposed in this plan? 

Mr. Snyper. This is Fiscal Assistant Secretary Bartelt. 

Mr. Karsten. There was a bill passed by our committee called 
the Budget and Accounting Act. 

Mr. Snyper. That was September 12, 1950. 

Mr. Curtis. That is in effect now? 

Mr. Snyper. That is when the act was passed. We are putting 
it into operation. 

Mr. Curtis. It is not yet in full operation? 

Mr. Barrett. The studies are going on with the Comptroller 
General and the Budget Bureau now. 

Mr. Curtis. Do you think if that had been in operation, that 
would have caught a lot of this improper action that has come out? 
Will that system take care of a good bit of it? 

Mr. Snyper. I think it would be helpful. It is a very constructive 
act. 

Mr. Curtis. So that could be coordinated and could be considered 
an accomplishment of that phase of the Hoover Commission recom- 
mendations. 

Mr. Snyper. We certainly think so. 

Mr. Curtis. You have already testified at some length on the 
appointment of the assistant—what is the title? 

Mr. Snyper. Assistant General Counsel. 

Mr. Curtis. That was another recommendation in the Hoover 
Commission report. That proposed that the revenue service should 
have assigned to it a legal counsel which would aid the Commissioner 
in working out all administrative determinations and regulations 
where interpretations of the tax law are involved. Would you say 
that is accomplished by this proposed creation of the new office? 
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Mr. Snyper. I certainly think so. 

Mr. Curtis. Likewise, it goes on to say: 

Questions concerning the revenue matters which involve the top policy of the 
Treasury Department should be reviewed by the general counsel on behalf of the 
Secretary of the Treasury. 


It further states that the revenue service should be provided with a 
general staff reporting to the Commissioner, conducting a continuous 
study, and analysis of its operations, practices and problems. 

Under this plan here would this new Office of Assistant Commis- 
sioner, Assistant General Counsel, would that be complying, do you 
feel, with this general recommendation? 

Mr. Snyper. We have worked out that function under a manage- 
ment staff to conduct management studies, yes. 

Mr. Curtis. So that, too, would be answered. So in your opinion 
you feel that the only recommendation in the Hoover Commission 
that is not being carried out of those which I have mentioned is the 
fact that the customs collector is not put under the same organization. 

Mr. Snyper. We give full credit to the Hoover Commission as 
part of our background studies. 

Mr. Curtis. I am not trying to give credit. I am trying to find 
out whether this does it. 

Mr. Snyper. We think we have picked out of the Hoover report 
everything that we have been able to put in appropriately. 

Mr. Curtis. The answer to the question is very specific. 

Mr. Snypur. I don’t know about specific items. 

Mr. Curtis. I have asked about four specific items. 

Mr. Snyper. I will be glad to check the recommendations and see 
which ones have been left undone. 

Mr. Curtis. It would be very helpful to the committee if that 
could be done. 

Mr. Snyper. We will be glad to do that. 

(The material requested follows:) 


Tue MANAGEMENT-IMPROVEMENT PROGRAM OF THE BuREAU OF INTERNAL 
REVENUE 


The management-improvement program represents a conscious attempt to 
increase the efficiency of the Bureau’s operations, reduce costs, improve service to 
taxpayers, and raise the standards of performance in the administration of the 
tax laws. It has resulted in a very large number of changes, improvements, and 
developments. The scope and nature of these can best be indicated by a brief 
review of the record of the past 5 years. 


FISCAL YEAR 1947 


The first major postwar attempt to obtain Bureau-wide consideration of the 
problem of obtaining mangement improvement was through a conference of 
collectors and internal-revenue agents held in Washington in October 1946. So 
many suggestions and reports resulted from this conference that the Commissioner 
appointed a Special Committee on Administration to consider and recommend 
definite action on them, The recommendations of this special committee were 
submitted in August 1947. Over 100 suggestions covering a wide range of 
Bureau activities were approved and put into effect. 

Other actions which were under way to promote efficiency included the micro- 
filming of records, the revision of internal forms, experimentation with new sorting 
and filing methods, the reduction of interest payments through improved pro- 
cedures in scheduling refunds and other improvements in collectors’ offices, a 
change in the tolerance used in the computation of tax on Forms W-2, and the 
use of preassembled forms. This year also saw the beginnings of the work- 
simplification and the cash-awards programs in the Bureau. These were to grow 
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until at the end of the 5-year period there had been accepted and installed approxi 
mately 2,000 cash-award suggestions and 2,200 work-simplification proposals. 


FISCAL YEAR 1948 


During 1948 the management-improvement program gained momentum, 
Among the improvements being adopted or tested in that year were the following 
projects: 
~ 1. Mechanized handling of income-tax returns. An experiment with tabulating 
machines in the Cleveland office showed much promise. The machines had been 
used for the computation of income tax, the determination of differences between 
tax and withholdings and for a number of subsequent clerical operations. The 
results obtained warranted the extension of this technique of machine usage to 
other large collectors’ offices, and plans were made for extending the use of the 
machinery in the spring of 1949 to the offices of the collectors at New York, 
Chicago, Detroit, Los Angeles, and Baltimore. ‘This was the beginning of an 
ambitious and promising attempt to mechanize large portions of the operations 
of the collectors’ offices. 

2. As the result of a study of collectors’ office operations, the Miscellaneous 
and Employment Tax Divisions and the Withholding Tax Subdivision in each 
collector’s office were combined on November 1, 1947, to form a Wage and Excise 
Tax Division. This consolidation permitted the combination of various forms 
and records maintained with respect to these classes of taxes. 

3. The Bureau undertook a large-scale microfilming program designed to reduce 
the space required for storage, to release equipment required for storage, and 
to make records more accessible. Early experiments had demonstrated the 
definite benefits of the process. Approximately 98 percent of the storage space 
required for the records was saved, and filing cabinets valued at some four times 
the cost of the microfilming project were released for use elsewhere. The pro- 
gram was continued during the year to the extent that funds permitted. This 
was the beginning of a program which was to be greatly expanded in later years. 

4. There was also made, in the Maryland collection district, a modest experi- 
ment with a new form of combined return for withholding taxes and employment 
taxes. This was later to prove successful and to result in substantial economies. 

During 1948, three groups made large-scale inquiries into the Bureau’s organiza- 
tion and operations. These inquiries were (1) the investigation of the Bureau 
made by the House Committee on Appropriations, the report of which was 
submitted in February 1948; (2) the investigation of the Bureau made by the 
Joint Committee on Internal Revenue Taxation, on which the advisory group’s 
report was released in April 1948; (3) the work of the Committee To Direct 
Management Studies of the Bureau of Internal Revenue, which was established 
by Secretary Snyder in July 1948, 

The Report of the Advisory Group to the Joint Committee on Internal Revenue 
Taxation was an extremely constructive and helpful report. Among the specific 
suggestions it contained were: 

(a) The establishment of a staff agency in the immediate Office of the Com- 
missioner, having the primary function of “broad-scale management.’’ This 
suggestion was concurred in, and the management staff was established by 
order of the Commissioner on April 22, 1948. 

(b) The decentralization of all routine work to field offices, leaving the 
Washington office a supervisory and management headquarters. This was 
adopted as the Bureau’s policy, and the decentraliztion of case work to field 
offices is now nearly complete. 

(c) Improvements in tax-return forms. This suggestion was in harmony 
with established Bureau policy, and was concurred in wholeheartedly. <A 
complete list of improvements in return forms and instructions made subse- 
quently would be voluminous. 

(d) The extension of the use of depositary receipts. This suggestion was 
accepted in part, and that method of tax collection has since been adopted in 
respect to emplovers’ deposits of withholding tax. 

(e) The use of modern sampling techniques to measure the adequacy of 
enforcement methods and the volume of tax evasion. In response the 
Bureau launched the audit-control program. 

(f) The employment of outside menegement specialists, not onlv to obtain 
the benefits of ‘their expert advice but also to escape the effects of excessive 
inbreeding. Somewhet indirectlv, this suggestion led to the esteblishment 
of the Secretary’s Committee To Direct the Management Studies of the 
Bureau. 
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The Committee To Direct the Management Studies of the Bureau of Internal 
Revenue was established by, and has operated under authority of, the order of the 
Secretary of the Treasury (No. S-784), dated July 2, 1948. 

The Committee has brought together a group of highly qualified men, from 
both inside and outside of Government, and focused their attention on the 
management problems of the Bureau. The result bas been an expedited program 
of improvements that have meant better service to taxpayers, more work done 
per dollar of expenditure, and a general clearing of the way for the development of 
additional betterments. The primary function of the Committee has been to 
focus attention on the management problems of the Bureau for purposes of 
discussion and analysis, and if possible to formulate authoritative opinions 
regarding proposed solutions. It provides a suitable, ready forum of a type that 
would otherwise be inconvenient to obtain for the consideration of new approaches 
to old questions. 

The reports made to the secretary by this Committee covering the fiscal years 
1949 and 1950 provide a comprehensive review of its operations and the important 
projects for management improvement to which it has given guidance and support. 


FISCAL YEAR 1949 


Under the authority of the appropristion act for 1949 the Bureau employed a 
firm of management consultants, Cresap, McCormick & Paget, to make a broad- 
scale study of collectors’ offices. The contract, which was signed on September 30 
1948, called for a study designed to propose revisions calculated to promote the 
“greatest possible degree of efficiency in the methods of performing all functions, 
duties, and responsibilities with which collectors’ offices are charpea.”’ 

The firm’s final report, which was submitted to the Commissioner on January 
29, 1949, was a comprehensive and detailed document containing plans and 
recommendations for many improvements in the organization, staffing, and 
operations of the Accounts and Collectidéns Unit. The Bureau promptly estab- 
lished a number of “task force’”’ groups to analyze the recommendations in detail, 
conduct such experimental operations as might be needed and prepere plans 
for the installation of specific changes. Actual installations did not begin on any 
large scale until the following fiscal veer. 

In addition to the recommendations of the consulting firm, the following 
important developments occurred during the fiscal 1949: 

1. Additional euthority to approve routine personnel actions was Cecentralized 
to the field officers of the Bureau for all personnel under their jurisdiction except 
those in several top grad 

2. The new combined querterly return form for withholding tax and employ- 
ment tax tested in the Maryland office was found successful and it was adopted to 
he put into effect on January 1, 1950. This form not only simplified the work of 
the texpaver but elso made possible savings to the Bureeu from reduced processing 
and control work which were estimated conservetively at more than a quarter 
of a million dollars annually. 

3. Plans were developed for a major revision of the depositary receipt system 
and for its extension to the collection of social-security taxes. This too was put 
into effect on January 1, 1950 

1. Authority was decentralized to the collectors to administer special refunds 
of social-security taxes. 


5. The microfilming program was greatly accelerated and extended to additional 


es, 


documents and records. 

6. The booklet Your Federal Income Tax, which is printed to provide assistance 
to taxpayers, was revised and put into more readable form. As a result of this 
revision the booklet has become a Government Printing Office ‘‘best seller.” 

7. A program was initiated for offsetting tax refunds against accounts receivable 

8. Responsibility for all surveying and classifying of individual income-tax 
returns for audit purposes was decentralized to the field offices. 

9. New procedures were adopted for processing information documents more 
expeditiously. These resulted in a saving of time and better utilization of these 
documents in audit work. 

10. An audit-control program of sample selection of individual income-tax 
returns for field investigation, aimed at better voluntary compliance by taxpayers 
and more effective direction of investigative efforts, was initiated. 

11. Post-audit review work was redesigned to cover the results of audit of 
individual income-tax returns by collectors and to stress uniformity in field 
application of the tax laws and regulations, 
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12. The instructions accompanying the income-tax return, Form 1040, were 
completely revised and issued as a 16-page pamphlet, printed in type selected for 
easy reading. 

13. The use of tabulating and key-punch equipment was extended to additional 
collectors’ offices and to processing of Form 1040, Form 1040ES, and associated 
bills and notices to taxpayers. 

14. Collectors were given authority to abate assessments and refund over- 
payments of up to $1,000 of income tax. 

15. Collectors were given full authority to assert delinquency penalties for late 
filing of all types of returns. 

16. New procedures were established for retaining all individual income tax 
returns and more than 95 percent of all excise tax returns in the collectors’ 
offices, thus eliminating their shipment to and filing in the Washington office 

17. Collectors were given responsibility for the handling of all requests for 
certified copies of individual income tax returns, and also for the transcript 
service for the States in respect to such returns. 

The Cresap, McCormick & Paget study of operations in the collectors’ offices 
bad led naturally into questions relating to the structure and organization of the 
Bureau. Accordingly, in February 1949 Cresap, McCormick & Paget were 
engaged to undertake such a survey. 


FISCAL YEAR 1950 


1. During 1950 a great deal of effort was devoted to the implementation of the 
recommendations made by the management consultant firm in regard to the 
Accounts and Collections Unit. Among the major matters were the following 

(a) Exploratory surveys of work methods and personnel utilization, the 
establishment, of preliminery staffing standards for use in the allocation of 
personne! to the various collectors’ offices and the development of an opera- 
tionel cost system to be initiated January 1, 1951. 

(6) A number of new machines and procedures were tested in several 
collectors’ offices. Continuous-feed dual platen electric tvpewriters for 
preperation of identification and account records end high-speed posting 
moechines were among the mechbines tested and found to be highly satisfactory 
Testing of a number of other suggestions continued 

ec) The tremencous task of inserting and meiling tax returns, formerly a 

greet burden to the collectors’ offices, wes partly transferred to the processing 


division in Kensas City. The results of the mass operation were bigh]y 
satisfactory and it was planned to extend the procedure to additione] collec- 
tion Cistricts. Tests were made of inserting machines but these were not 


found to be very promising. 


(d@) Several major improvements were mace in the methods of verifving 
income and prepayment informetion documents, 

2. During the vear an additional punch card and tabulating equipment instal- 
lation was made in the collector’s office at Philadelphia. Exploratory work was 
done on the extension of tabulating procedures in accounting and record-keeping 
operations Electronic computers were installed in several collectors’ offices for 
use in computation and verification. 

3. Attention was also given to the management consulting firm’s report on the 
organization and structure of the Bureau which was submitted in August 1949 
A number of organizational changes were made in the Washington office of the 
Bureau. Among the more important of these were the following: 

a) The delegation of authority to the two Assistant Commissioners. One 


Assistant Commissioner was authorized to exercise general supervision over 
the technical functions of the Bureau; the other, general supervision over all 
of the operating activities of the Bureau This division has proved highly 
beneficial, since it concentrates responsibility for the supervision of these two 
major aspects of the Bureau’s work. 

(6) Withholding tax work was transferred from the Income Tax Unit to 
the Fmployment Tax Unit to permit better coordination of the work. 

c) A number of major activities were decentralized to the field offices 
These included assessment procedure, determination and assertion of deli: 
quency penalties, selection of returns for investigation, handling of claims for 
refund, amended returns and overassessments. 

d) A number of important changes were also made in the procedures of the 
\leohol Tax Unit and in certain procedures in the offices of the internal 
revenue agents in charge. 
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4. In addition to these a number of other improvements were made. Among 
these were the following: 

(a) As a result of the adoption of an accelerated microfilming program, 
microfilm equipment was placed in 34 collectors’ offices. Over 163 million 
income tax index cards and nearly 4 million tax returns were microfilmed 
during the vear. The value of the filing cabinets and annual rental value 
of the floor space released was approximately $400,000. 

(t) Field work on the audit control program for 1948 tax returns was com- 
pleted. The irformation obtained was summarized and analyzed in a series 
of reports distributed to field officers to assist them in the selection of returns 
for investigation and audit. Field work on the 1949 tax returns was initiated. 
This program involved fewer returns but was expanded to include corporation 
income tax and certain excise tax returns as well. 

(c) In order to explore the possibilities of cooperative Federal-State audits, 
arrangements were made for cooperation in the investigation of income tax 
returns with two States—Wisconsin and North Carolina. Similar arrange- 
ments were later made with three additional States. It is hoped that these 
experiments will lead to significant improvements in the pattern and method 
of Bureau-State cooperative enforcement and to the further extension of these 
cooperative efforts to other States. 


FISCAL YEAR 1951 


Description of the most significant actions taken during 1951 under the manage- 
ment improvement program of the Bureau are contained in the Bureau’s report 
on the operation of its management improvement program. Among the items 
listed are the following: 

1. The development and implementation of new tax legislation. 

(a) Representatives of the Bureau participated actively in the preparation 
of three new major tax laws enacted during the year. As a result, a number 
of important simplifications were achieved. Bureau representatives also 
advised in the drafting of Public Law 448, Eighty-first Congress, approved 
February 21, 1950, which authorized a number of administrative simplifica- 
tions in the alcohol tax laws. Three procedural changes are illustrative of 
the improvements made possible by this modernized legislation. First, the 
loss allowance schedule was eliminated; second, the installation of bulk 
gauging tanks in internal revenue warehouses was authorized; and third, 
the tax payment of distilled spirits prior to bottling in bond was eliminated. 
The first two of these changes resulted in savings of over $200,000 during 
1951 alone. 

(b) There was established in the Income Tax Unit a legislative and opera- 
tive planning task committee. The primary assiznment of this group is to 
make continuing studies of legislative problems affecting the administra- 
tion of the revenue laws. This represents a systematic approach to the 
task of reducing obsolescence in the taxing statutes. 

2. A number of improvements were made during the year in audit policies and 
methods. Particularly significant were changes made in relation to the examina- 
tion of: returns reporting income of over $25,000; returns listing exemptions for 
dependents outside of the immediate family; and returns showing income from 
business or profession. Methods of utilizing information and prepayment docu- 
ments were also revised materially. 

3. Many improvements were made in the nonenforcement operations and pro- 
cedures. Among these were as follows: 

(a) The Processing Division took over the job of inserting into envelopes 
and mailing to taxpayers all income tax return blanks, instructions, schedules, 
ete., for 37 collection districts. 

(6) The procedure for processing Form 941 returns were simplified. 

(c) The use of card punch tabulating machines and electronic equipment 
was successfully extended. 

(d) New methods were instituted for the processing of monthly returns 
filed by manufacturers of tobacco products. 

(e) Preparation of separate reports on concurrent examinations of income 
tax returns covering 2 years or more was discontinued. 

(f) The program of microfilming of returns and documents continued. 

(g) A simplified type of mathematical verification of income tax returns 
was tested in three collection districts. 

(h) Internal revenue agents in charge were authorized to discontinue the 
examination of taxpayers’ books and records with respect to claims involving 
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between $1,000 and $3,000 when these are found on the basis of a survey to 
be valid prima facie. 

4. Significant improvements were made in strengthening and modifying the 
Bureau’s budgeting and internal accounting. 

(a) On January 2, 1951, a new office of Budget and Finance was established. 

(b) A new system of accounting was designed. 

(c) The first three of the Bureau’s regional finance offices were established. 

(d) A procedure for improved administrative control of expenditures was 
also completed and installed. 

5. A number of improvements in organization and in management devices 
were also made. Among these were the following: 

(a) An internal revenue inspection service was created to provide a 
uniform and thorough inspection system throughout the headquarters and 
all field offices; to maintain high standards of conduct by all personnel; 
and to insure continuing attention to improvement in the efficiency of 
operations of all offices. 

(b) The technical staff was reorganized. 

(c) The Income Tax Unit wes reorganized. 

(d) Plans were drawn for the reorganization of the Intelligence Unit. 

(e) A Collection Enforcement Division was established in the Accounts 
and Collections Unit. 

(f) The Procedure Division of the Aleohol Tax Unit was reorganized and 
expanded to broaden its planning and control functions. 

(g) The operational cost report was extended to all collectors’ offices. 

(hk) Work proceeded on the compilation of manuals of procedure in four 
of the major operating units. 

(i) A survey of the management improvement facilities of the Bureau 
was initiated jointly by the Secretary and the Commissioner. Its report, 
submitted in September 1951, made a number of proposals for the improve- 
ment and strengthening of the management improvement program which 
are now being implemented, 

Mr. Curtis. Now, Mr. Secretary, you have listed in your statement 
a series of things that have been accomplished since you became 
Secretary. They are listed beginning at page 6. You state that: 
“One step I took was to create a committee of highly qualified men 
to direct management improvement studies within the revenue serv- 
ive.” That has already been mentioned by Mrs. Harden. She asked 

rt" . 
about that. Then you go on to various other steps, but at no place 
is there a date. 

Mr. Snyper. We will be glad to supply you with a chronological 
list of that. As a matter of fact, | think we furnished, at Mr. Kar- 
sten’s request, at a hearing before some subcommittee which he headed 
up, just such a document, and we have a very full document that | 
will be glad to submit, which gives you the accomplishments, not 
only the date, but the accomplishments to date and many others. 

Mr. Karsten. Will the gentleman yield. 

Mr. Curtis. Yes. 

Mr. Karsten. I have a copy of that statement and I think it 
would be well to put that in the record at this point. 

Mr. Curtis. | would like to see that done. 

Mr. Karsten. This is a statement showing in chronological order 
what has been done in the way of management improvements 

Mr. Snyper. Thatis correct. We submitted it last year. We will 
be glad to bring it up to date if you would like to have that 

Mr. Curtis. I am particularly interested in that inasmuch as this 
task force report in January 1949 refers to a report of an investigation 
of the Bureau of Internal Revenue which you transmitted and printed 
January 1946, in which it points out the developments—I don’t want 
to read it all, but to give you an idea—in connection with unneces- 
sarily cumbersome, outmoded, and wasteful practices, which have 
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continued unchanged in the Bureau for decades. It points out that 
some improvements of administrative methods have been discussed 
at length without results. Other changes have been put into effect 
only aiter long discussions. 

The report goes along the same way saying that modern business 
methods, machines, computers, et cetera, were not utilized. 

Then the report goes on to say that the Bureau was delaying action 
on that pending the finding of a recently initiated survey at the 
Bureau and all of its operations. 

Is that the Paget report that they refer to? 

Mr. Snyper. It is. I would be happy to have this committee go 
to some of our offices and see the tremendous job that has been done 
in putting all those things into operation. 

Mr. Curtis. What you were referring to is along the lines of meet- 
ing these constructive critieisms? 

Mr. Snyper. They were already in operation and under study long 
before that report came out. 

Mr. Curtis. You think perhaps the report was a little unfair, then? 

Mr. Snyper. I am not arguing about that. I am just stating pure 
facts, which we will show you in the chronological listing of what we 
have done. We can take you on the ground and show you the opera- 
tion of some of our large offices, which will show you the efficiency 
with which some of those outmoded methods have been corrected. 

Mr. Curtis. Is the Paget report available to this committee? 

Mr. Snyper. It has never been made public. I will see if it is 
appropriate to release it. 

Mr. Curtis. I might state in anticipation of this hearing my office 
tried to get a copy of that report and I was very disappointed I was 
unable to get such a copy. You can see the value of these hearings 
here to have that information, whatever it may be. 

I would like to suggest to the chairman of the committee that that 
report be made available to members of the committee. 

Mr. Snyper. | will look into and see what we can do about it. 

Mr. Curtis. Now, Mr. Secretary, would this reorganization plan 
enable misconduct to be caught a little sooner than it was caught 
under this old system? 

Mr. Snyper. We believe that by streamlining, as I have said this 
morning, the flow of authority and responsibility and pin pointing it, 
certainly it will remove the temptations to deviate from proper 
conduct. 

Mr. Curtis. I am not so much interested in the temptations here 
at this time. I am interested in the fact that any organization has to 
have self-corrective features built into it. 

Mr. Snyper. The inspection service 

Mr. Curtis. When these things oecur out in the field, in Washington 
they aren’t known, or at least no action is taken upon it. 

Mr. Snyper. The inspection service will, under the expanded and 
intensified operations, go a long way toward that. 

Mr. Curtis. Your chart on your inspection department makes 
them responsible directly back to the Commissioner. 

Mr. Snyper. To the Commissioner. 

Mr. Curtis. Rather than to the local district commissioner. 

Mr. Snyper. The line of authority in the inspection service flows 
up from the grass roots through the inspection service to the Com- 
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missioner. ‘The inspectors have no responsibility or authority exer- 
cised over them by anyone under the Commissioner except within their 
own inspection service. 

Mr. Curtis. Will that inspection service include auditing? 

Mr. Snyper. Yes, sir. 

Mr. Curtis. That does not do the collecting, does it? 

Mr. Snyper. No. 

Mr. Curtis. But your collecting already has been separated under 
this 1950 act—the full physical collection referred to as one of the 
recommendations in the Hoover Commission, that will be separated. 

Mr. SynpER. You mean the internal audit controls concerning the 
collections? 

Mr. Curtis. No. I am now referring to the actual collection 
itself, the handling of the money. 

Mr. Snyper. That is déne by the collector. 

Mr. Curtis. That is what I am getting at. That is one thing we 
wanted to have separate. I believe it has been previously answered 
that it has been separated. 

Mr. Snyper. That wasn’t the recommendation as I understood 
it, but I will have to look into it. 

Mr. Curtis. The control of tax receipts—that is what I am refer- 
ring to. 

Mr. Snyper. May I have Fiscal Assistant Secretary Bartelt state 
what the law provides? 

Mr. Curtis. Yes; I would appreciate that. 

Mr. Snyper. Mr. Bartelt, please. 

Mr. Barrett. The Budget and Accounting Procedures Act of 
1950 was an act introduced by Congressman Karsten of this committee 
and the purpose of that act was to prescribe by law principles for the 
accountu g and auditing organization of the Government. That act, 
for the first time in our history, laid down an accounting policy under 
which the Comptroller General, the Secretary of the Treasury and the 
Director of the Bureau of the Budget were required to conduct a con- 
tinuous program to improve the accounting in the Government. It 
requires the Comptroller General to establish the standards in con- 
sultation with the Secretary of the Treasury. It requires the head of 
each department to establish and maintain an accounting system in 
accordance with the principles prescribed by the Comptroller General. 
It authorizes the Secretary of the Treasury to reorganize the account- 
ing in the Treasury Department and the accounting of all depart- 
ments and agencies of the Government must be so devised as to be 
integrated with this central accounting system of the Treasury. 

Shortly after that act was passed the Secretary requested the 
Comptroller General to come in to the Treasury Department to 
collaborate and make a study of the Treasury Department's system. 
That is going on now and as yet has not been submitted to the Secre- 
tary. 

Mr. Curtis. I see. That helps very much. 

Of course, that is separate from the field inspection contemplated 
in this reorganization plan. 

Mr. Barrer. That is the over-all accounting of the United States 
Government and the same rules would apply to the thing we are talking 
about now as to any other agency of the Government. 
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Mr. Curtis. Mr. Secretary, this is just a specific question. You 
were talking about requiring collectors to take examinations in the 
event this bill was passed. Would those examinations be open to 
anyone who wanted to be a collector or would that be limited to those 
who are collectors now? 

Mr. Snyper. That is something that the Civil Service Commission 
will have to work out. That is within its domain. We have about 
17 collectors now who already have civil service status. So it would 
be a matter of whatever the Civil Service Commission prescribes as 
the procedure for conducting those examinations. We would have 
no control over that. 

Mr. Curtis. You might have a recommendation. Surely you 
would recommend, would you not, that these examinations be opened 
to all citizens whether they happen to be collectors right now or not? 

Mr. Snyper. We would certainly like for all of our collectors to 
have an opportunity to take the examinations. 

Mr. Curtis. I am sure they should have the opportunity. You 
can see the deep significance, as far as some people are concerned, the 
freezing into office of the present collectors. 

Mr. Snyper. I tried to state that this morning, that we have no 
intention to try to blanket these collectors into the civil service. 

Mr. Curtis. Would you, as the Secretary of the Treasury, recom- 
mend that these examinations for collectors be thrown open to all 
citizens? 

Mr. Synper. That is a matter for the civil service. 

Mr. Curtis. I am asking you, as Secretary of the Treasury, 
concerned with running this, whether you would recommend that. 
It is a fair question. 

Mr. Snyper. It is a fair question. The broader the scope, the 
better the opportunity to get top people. 

Mr. Horrman. What is the answer? 

Mr. Curtis. He says he agrees. 

Mr. Snyper. I stated that I felt definitely that it would be to the 
interest of the service to have as broad an opportunity to take this 
examination as is possible in order to insure our getting the top type 
people for the job. 

Mr. Horrman. I understood your question to be whether these 
examinations would be wide open to everybody who wants to take 
them, and did you get an answer to that? 

Mr. Curtis. I got a qualified answer. 

Mr. Snyper. I am not in a position to answer that. I don’t 
have the authority. 

Mr. Curtis. It was a qualified answer and I was satisfied. You, 
as Secretary of the Treasury, should make a recommendation. 

Mr. Hoffman is not satisfied with the qualification in the answer. 

Mr. Horrman. Will vou throw the examinations wide open? Will 
you, on the other hand, do as they do in the appointment of post- 
masters, where they have an examination and if they don’t get the 
man they want among the top three, the examination is thrown out 
and another one given? 

Mr. McCormack. Might I state for the benefit of my friend that, 
if three or more pass an examination for postmaster, a register is 
established and there must be an appointment made. If two pass, 
you can ask for another examination, or one, but once three or more 
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pass, there is a register. So the gentleman’s statement of asking for 
another examination when only three pass is not correct. 

Mr. Horrman. Three take the examination and if they do not get 
the man, then they have another. 

Mr. McCormack. Mr. Curtis is proceeding on a very high level. 

Mr. Horrman. The point of the whole thing was whether or not 
Civil Service will give an opportunity to the ordinary tax paying 
citizen, who thought he was qualified to take an examination on an 
equal plane with those who are in it. 

Mr. Curtis. Mr. Secretary, I have a series of questions here that 
may be technical and you might want to refer them back, but I 
think they are very serious and I would like to read them off. 

Mr. Snyper. Will you give me the list? 

Mr. Curtis. I will read them. 

Under existing law the taxpayer who files suit in the district court 
against a collector of internal revenue for the refund of taxes, is 
entitled to a jury trial. What becomes of this valuable right to 
trial by jury if Reorganization Plan No. 1 is adopted and the office 
of collector abolished? 

Mr. Snyper. No right of the taxpayer is given up by this plan. 
The deputy district commissioner would then step into the shoes 
of the collector. 

Mr. Curtis. In other words, the suit could be brought against 
the deputy Commissioner. 

Mr. Snyper. The deputy district commissioner. 

Mr. Curtis. Your legal department has checked into that? 

Mr. Snyper. Very carefully. 

Mr. Curtis. That may answer the others, but I want to go through 
them, 

In your opinion, should a taxpayer suing for refund be entitled to a 
jury trial, whether the suit is brought against the collector or the 
United States? If not, why not? 

lr. SnypeR. May I refer to my general counsel on that? 

Mr. Curtis. If vou would care to answer these questions later. 

Mr. Snyper. If we can answer them, we will answer them right 
how. 

Mr. Lynen. I recognize vou refer to the distinction between a suit 
against the United States and a suit against the collector. 

Mr. Curtis. That is right. 

Mr. Lyncu. I would like to have an opportunity to have your 
questions and give you answers, any legal memorandum which you 
want on those. 

Mr. Curtis. I will be glad to do so, but I would like to read the 
questions so you are familiar with them. 

Suppose the suit is for refund of taxes and penalties assessed for 
alleged fraud in the return. Should the taxpayer have the right to a 
jury trial on the question of fraud? If not, why not? 

Would you object to an amendment to the pending reorganization 
plan, giving the taxpayer the right to a jury trial in tax refund suits 
in the district courts? 

Would each of the 25 (or less) district commissioners have complete 
authority to 

(a) Settle and compromise deficiencies in tax asserted by an 
examining agent? 
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(6) Decide whether or not the Department of Justice shall be 
asked to indict a taxpayer charged with fraud? 

(c) Reject claims for refund? 

(7) Issue rulings as to the tax consequences of transactions, past 
and prospective? 

(e) Rule on the tax-exempt status of taxpayers who request a 
ruling? 

I appreciate that at the present time your technical staff takes care 
of (a) and the chief counsel of (6), and so on. 

Mr. Lynen. We are giving consideration to those various questions. 
It might be better if I had an opportunity to make a study and give 
you the answers on these questions. 

Mr. Curtis. If not, where would the review of such action rest, 
and who would have authority to make the final decision? 

In what ways would the following procedures be changed: 

(a) Review, and hearings thereon, of deficiencies recommended by 
examining agents? 

(6) Appeals to the technical staff, and hearings and settlements 
with the technical staff? 

(c) Settlement of cases docketed before the Tax Court? 

(d) Trial of cases before the Tax Court? 

(e) Hearings in connection with a special agent’s recommendation 
for criminal prosecution for fraud? 

How many of the present collectors and deputy collectors would be 
eligible for appointment as “‘ District Commissioner of Internal Rev- 
enue’’? 

Would the salaries of these district commissioners be uniform? 

What would be their salaries? 

Would the present Assistant Commissioner, Special Deputy Com- 
missioner, and Deputy Commissioner be eligible for appointment to 
the new office of Assistant Commissioner of Internal Revenue? 

What duties are contemplated for the 70 officials mentioned in 
section 2 (a) (3) of the plan? List the jobs in the present set-up that 
would be taken over by these 70 officials. Would the individuals who 
hold these present jobs be given appointments as part of the 70? 

Specify the functions me ntioned in section 4 of the plan. 

What present powers, duties, and responsibilities of the Commis- 
sioner of Internal Revenue would be taken from him and given to the 
Secretary of the Treasury under this plan? 

What difference, if any, would there be in the authority, duties and 


responsibilities of the new ‘‘ Assistant General Counsel” and those of 


the present Assistant General Counsel for the Bureau of Internal 
Revenue? 

I will turn that list over to you, if I may, Mr. Secretary. 

Mr. Snyper. We will try to answer those questions by Monday 
morning. 

The CuatrMan. Mr. Bolling. 

Mr. Bouiine. No questions. 

The CuarrMan. Mr. Brownson. 

Mr. Brownson. I am glad to see any reorganization plan come up 
that follows the recommendations of the Hoover Commission re port. 
I think it is very vital that we get those Hoover Commission recom- 
mendations before the Congress in the form of legislation. I am 
frankly disappointed that so many of the Hoover Commission recom- 
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mendations are still bottled up in committee in Congress, and I regret 
that I must include our own committee in that charge. 

Mr. Horrman. How many? 

Mr. Brownson. Seven before this committee, none of which have 
been heard as vet. Mr. Secretary, I am interested in knowing why it 
is that it was decided to reorganize Internal Revenue individually 
rather than take the Treasury reorganization as a whole. 

For instance, I am interested in the provisions of H. R. 3313 which 
I think was introduced by Mr Hoffman of Michigan in this session 
of Congress on March 19 and was previously introduced in the Eighty- 
first Congress in essentially the same form. Have those plans been 
studied in the ‘Treasury Department? 

Mr. Snyper. They are constantly under study. ‘This is a pretty 
big chunk for us to undertake at this time. It would be well for us to 
do this in an orderly fashion. We are constantly trying to improve 
the services and the efficiency and the economy of all the bureaus in 
the Treasury Department and we made great steps in that direction. 
We are pleased to file that report with vou to show you what has been 
accomplished. 

Mr. Brownson. Is this study to continue and will it embrace all 
the other activities and recommendations suggested by the Hoover 
Commission? 

Mr. Snyper. We have this management committee, which is a 
permanent one. The meetings are held regularly. We have working 
groups that are constantly going over every possible suggestion for 
improvement. Yes, sir, it is a continuing operation. 

Mr. Brownson. The reason | ask that, is that you have brought 
out in the testimony this morning considerable evidence that civil 
service employees, because of the permanent nature of their employ- 
ment and the manner of their selection, have a poy to be less 


corruptible than political appointments. This makes me wonder 
why this reorganization isn’t being followed ie in the customs, 
as well. 


Mr. Snyper. Wouldn’t it be better to try one at a time? If we 
can get this one through, we definitely intend to move into other fields. 
We want to try out one of them and see if you will accept it first. 

Mr. Brownson. I missed part of the questioning this afternoon, 
unfortunately. I understand you have no estimate at the present 
time as to the comparative cost of the new set-up with the old set-up. 

Mr. Snyper. That is correct. 

Mr. Brownson. You don’t know whether, with the upgrading, this 
will be a more expensive or less expensive internal-revenue operation? 

Mr. Snyper. We are quite sure in the long run it will be a less ex- 
pensive one. The first objective in a reorganization of this type, 
where you have a great big organization that has grown up through 
the years, by just adding functions to an old framework, is to get the 
broad organizational structure straightened out. The flow of au- 
thority and responsibility is the No. 1 step that must be considered. 

\lso, we will definitely aim toward further economies. 

Mr. Brownson. I was very interested in the colloquy between the 
distinguished majority leader and the Secretary this morning concern- 
ing the possible publication of individual income-tax returns and the 
advantages of lack of secrecy in that direction. I couldn’t help but 
wonder, if this lack of secrecy is such a good thing, why it was the 








56 REORGANIZATION PLAN NO. 1 OF 1952 


collector of internal revenue of Indianapolis refused a list of his em- 
ployees of the Indianapolis office to the Indianapolis newspapers at 
the time this national scandal broke. 

Mr. Snyper. That is news to me. 

Mr. Brownson. Am I to understand that if a responsible news- 
paper wants a list of Federal employees who are drawing Fe leral 
compensation for specific jobs in Internal Revenue, that that informa- 
tion is privileged? Are the newspapers not entitled to have it? 

Mr. Snyper. I know of no such regulation. I asked the Commis- 
sioner and he doesn’t know. 

Mr. Brownson. The collector in Indianapolis refused that list of 
names to the newspaper, point blank. I couldn’t understand why 
people on the Government payroll should be hidden behind an iron 
curtain from a newspaper trying to perform its normal function. 

I was also interested in your remarks that you would see if it “‘was 
appropriate to release it’? (the Paget report) to this committee. In 
other words, it would be inspected to see if it was all right to give to 
Congress. 

Mr. Snyper. A list of all the employees of the Treasury? 

Mr. Brownson. | have finished on that one. Right now I am talk- 
ing about the Paget report. The Secretary said it had never been 
released to anybody. He said he would look it over to see “‘what we 
can do”’ about its release to this committee of Congress. 

Mr. Snyper. It is in the hands of another committee of Congress. 
That was my only hesitation about the matter. I don’t see any reason 
why vou shouldn’t have it. 

Mr. Brownsown. It is in another committee of Congress? 

Mr. Snyper. That is right. That was my only reason for making 
that statement. 

Mr. Brownson. I am interested in your remark on page 9 of your 
statement where you say: 

Furthermore, there are resident requirements which make it diffiuclt for us to 
rotate or move them (collectors of internal revenue) from one collection district 
to another. 

What are the present resident requirements for collectors? 

Mr. Snyper. He must, according to the law, reside in his district 
at the time of his appointment. 

Mr. Brownson. And under your new plan, that residence will not 
be necessary, that will not be part of the law? He will be a civil 
servant who is subject to the direction of his superiors? 

You could transfer a collector from Chicago to Atlanta or from 
Brooklyn to San Francisco? 

Mr. Snyper. We do that in every other function. We have rota- 
tion, which I consider an important function in removing those 
temptations. 

Mr. Brownson. It probably would work better if a man were 
never allowed to serve in his own district, as the FBI operates, | 
tnink. 

This whole reorganization doesn’t effect the revenue agents as such, 
does it? 

Mr. Snyper. Not the work he does, but it may move his position 
in the line of authority and responsibility. That detail will be an- 
swered by the Commissioner. 

Mr. McCormack. You mean the agent in charge of the office? 
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Mr. Brownson. The agent in charge or the agent working under 
him. 

We have been talking primarily about the collector, up to this time. 

Mr. Snyper. Those will be under the district commissioner, but 
the Commissioner will answer all those questions in that field. 

Mr. Brownson. There will be 25 district commissioners? 

Mr. Snyper. Up to 25. 

Mr. Brownson. Not to exceed 25. And those 25 district com- 
missioners will all be civil-service personnel? 

Mr. Snyper. That is correct. All employees of the Internal 
Revenue Bureau, except the Commissioner, will be civil service. 

Mr. Brownson. The Commissioner actually is on the level of an 
Assistant Secretary anyway, isn’t he? 

Mr. Snyper. Yes. 

Mr. Brownson. So that complies with the Hoover Commission 
recommendation that all employees of internal revenue below the 
Secretary rank be civil-service employees. 

Mr. Snyper. He is in the policy-making level on taxation adminis- 
tration, yes. 

Mr. Brownson. When we come to the individual office and the 
individual district commissioner—is that the title of the man who is 
going to replace the present collector of internal revenue? 

Mr. Snyper. The deputy district commissioner will be his title. 

Mr. Brownson. The deputy district commissioner replaces the 
present collector? 

Mr. Snyper. That is correct. 

Mr. Brownson. I am very interested, as are some of the others. 
as to exactly what happens to this present commissioner who wants 
to become a deputy collector of internal revenue at the time that this 
law becomes effective. You say he will take the civil service exam- 
ination. 

Mr. Snyper. That is correct. 

There are 17 who already have civil service status. 

Mr. Brownson. Let’s take those 17 that have civil service status. 
In other words, as far as they are concerned, they will be frozen in 
their jobs. 

Mr. Snypmr. I don’t know about that. The Commissioner says 
there is no implication that they must be the ones selected. 

Mr. Brownson. Before we get done with this discussion, I think it 
would be very helpful if we had someone in here from Civil Service, 
because there are a number of points that have come up’ that I think 
it is more correct to ask of Civil Service rather than it is to ask of the 
Secretary of the Treasury. 

Mr. Snyper. I agree with that. 

Mr. Brownson. Those are all the questions I have at this time. 

Mr. Karsten. Mr. Chairman, I would like to ask a couple of ques- 
tions. I was interested in the statement of the gentleman from 
Indiana with reference to the Indianapolis office. I wonder if it 
would be possible for the Secretary to make inquiry out there and 
seek the facts and circumstances to determine why these names were 
not made available. 

Mr. Snyper. I have already asked the Commissioner to get it up. 

Mr. Karsten. If they haven’t been made available, I think we 
ought to know. Usually in an office of that kind they may have a 
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thousand or two thousand or three thousand employees. It might 
be quite a job. 

Mr. Snyper. I have asked the Commissioner to look into it. 

Mr. Karsten. Could you tell me the effect that would result if 
this plan is not adopted, Mr. Secretary? 

Mr. Snyper. | am so anxious for it to be adopted, | don’t want to 
talk about it not being adopted. 

Mr. Karsven. The whole progress of the Bureau is built on this 
its future progress and the things you want to do. 

Mr. Snyper. We built up to a point in our changes where we have 
made administratively all the changes that we can. Any further 
steps largely hang on the carrying out of this reorgamization plan. 

Mr. McCormack. Would you yield? 

Mr. Karsten. Yes. 

Mr. McCormack. One effect would be that Congress would be to 
blame. If this plan were rejected, then the responsibility would be 
upon the shoulders of Congress. 

You need not answer that. 

Mr. Snyper. A Member of Congres; can answer t at. I won't. 

Mr. Karsten. Mr. Secretary, these appointments of collectors of 
internal revenue are political. Assuming there may be a change in 
administration, if these positions are kept political, the party coming 
in would be entitled to make how many appointments? 

Mr. Snyper. Sixty-four. 

Mr. Karsten. That is a far-fetched assumption, but it would 
deprive the incoming party of probably 64 appointments if a new 
administration came in. 

Mr. Snyper. | don’t know. They might be so pleased with the 
collectors that they wouldn’t want to change them 

Mr. Karsten. I yield to the gentleman from California. 

Mr. Houterenp. I hold in my hand a report of the Joint Committee 
on Internal Revenue Taxetion, pursuant to section 1203 (b) (6), 
Revenue Act of 1926, appointed pursuant to Public Law 147 of the 
Kightieth Congress. On page 2 of its Findings and Summary of 
Recommendations, it has the following to say, and I would like to 
have your comment on this, sir, as to whether you feel it is a practical 
approach to this problem of the time element that is involved in 
making a computation of the savings and efficiency of the plan. 

Before | read this, | might say that this committee was composed 
of Eugene D. Milliken, who was the chairman, Robert A. Taft, a 
gentleman with whom we all are acquainted, Hugh Butler, Walter F. 
George, Alben W. Barkley, Harold Knutson, Daniel A. Reed, Roy O. 
Woodruff, Robert L. Doughton, and Jere Cooper. 

I think that is a very outstanding group of men in Congress. 

The report has this to say in its finding: 

Because the steady flow of Government revenue cannot be jeopardized by 
faulty or impraccical reforms, any plan or reorganization must be tested and 
retested before it is put into full operation. Moreover, the Bureau must maintain 
full-scale housekeeping operations at all cimes and cannot go on a stand-by basis 
or completely shut down while it engages in any extensive remodeling job. 

Any substantial change in Bureau procedure will require time to be put into 
effect. Shortages of appropriate office space in suitable locations, lack of highly 
specialized mechanical equipment (some of which should be custom designed for 
Bureau operations) and the sheer magnitude of the task make it impossible to 
effect large economies in this housekeeping job within a brief period of time. The 
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Bureau needs a 2- to 4-year period to analyze and diagnose its management 
problems and to test an experiment with possible solutions. For this activity it 
should employ the best talent and techniques that are available, both within and 
without the Bureau organization. The importance of an effective housekeeping 
job in connection with the collection of the Internal Revenue is not limited to the 
economies involved but has an important bearing on the character and cost of the 
verification and enforcement job. 

It goes on at some length to show that this is an operation of con- 

siderable magnitude, involving the collection of some $50 billion per 
vear, or more, and 57,000 people are involved in it. 
' | want to ask your opinion, Mr. Secretary, whether that is a true 
statement, as made by this committee of the Eightieth Congress, as 
to the magnitude and difficulties of the job which face you in this 
problem. 

Mr. Snyper. That is what I tried to say before. We had to take 
this in the order of first things first. Our first objective was to get a 
reorganization, a new structure for the Internal Revenue Bureau, and 
then work toward the economies. ‘That was beautifully stated, and 
| am very pleased to have that become part of the record. 

Mr. Houirieitp. And you have been busy since the time of this 
report in effecting these tests and these experiments in reorganization 
of your Department. 

Mr. Snyper. We have had to take many steps in order to put them 
into operation, which meant building toward the foundation on which 
we could erect this structure here. If we had dome nothing up until 
today, we would be faced with a most formidable task indeed to try 
to carry out this reorganization. But fortunately, we have the ground- 
work laid, with many actions taken in the past and already put into 
operation. We had to always assure the continued performance of 
the functions of the Bureau in the collection of taxes and accounting 
for them, but we have accomplished these changes while carrying on 
those functions, which has added an extra workload burden on the 
employees of the Department during the past several years. 

Mr. HouiFievp. This committee found that it would be impossible 
for you to specify the extent of savings until you had been given the 
time to actually put it into operation. 

Mr. Snyper. We found as a practical matter that it was impossible 
to do that. 

Mr. Houirieip. This was a report of January 17, 1948. 

Mr.’McCormack. Every one of these men is a man of vears of 
experience in connection with the Treasury Department and exclu- 
sively, tax legislation. 

Mr. Curtis. Mr. Chairman, it is awfully nice to hear the praise 
of the Eightieth Congress after this long period of time, the compli- 
ment from the majority leader and the Secretary of the Treasury. 

Mr. McCormack. We Democrats always give where credit is due 

Mr. Bonner. Mr. Chairman, may I ask in connection with Mr. 
Holifield’s reference to the Joint Committee on Internal Revenue, 
thé report which has been referred to, whether the report of the 
House Committee on Appropriations has been mentioned? 

Mr. Hourrtetp. The Canfield subcommittee. 

Mr. Bonner. I was going to ask the Secretary, but you brought 
up all my questions, with the exception of the last—the engineering 
firm. Do we have any report? 

The CuarrMan. He is going to submit that. 
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Mr. Snyper. That was brought up. 

The CuarrMan. It is before another committee and he will make it 
available. 

Mr. Bonner. In connection with all these committees that have 
studied this question, I wanted to get you to tell me what they said 
along this line, or did they recommend the plan you submitted? 

Mr. Snyper. We took what we considered to be the most appropri- 
ate parts out of all of them. Many of them were identical. Many of 
them recommended taking the collector and putting him under civil 
service. 

Mr. Bonner. Then the present proposal is a digest or consolidation 
of the best in all of these committee and group reports that hav: 
studied this subject? 

Mr. Snyper. That is our belief; yes, sir. 

Mr. Bonner. And that has been going on since 1948? What was 
the date? 

Mr. Houirrevp. Since 1946, since some oi these studies were made. 

Mr. Bonner. That is what I wanted to get. 

Mr. Snyper. In 1947 I started as Secretary of the Treasury to 
institute these reorganizations, the administrative ones. 

Mr. Bonner. The various dates of these committees. 

Mr. Snyper. The various dates of these reports ran from 1948 up 
to 1950. 

Mr. Karsten. I have asked that that be included in the reeord 
The Secretary has compiled a statement in chronological order showing 
what has been done. 

Mr. Bonner. Is this based on these reports or is this plan something 
out of the blue sky? 

Mr. Snyper. You will find it isn’t that when we get into the details 

Mr. Bonner. I am sure, after what you said here, but I want it 
clearly shown that it is nothing that has originated within the last 6 
months, we will say. 

Mr. Snyper. It certainly isn’t that. By the time we get throug! 
presenting the details to the extent to which you want to go into it 
you will find you cannot get those answers together in any few weeks 

Mr. Bonner. I clearly know it, but those who read this hearing 
should be perfectly clear that this point was discussed and the stud, 
has been made over the last 7 years. 

Mr. SnypDER. Yes, sir. 

Mr. Karsten. | would like now to yield to the majority leader. 

Mr. McCormack. Sometime ago you testified for a request fo: 
additional employees. Is it my understanding that that request has 
no regard to the plan, but would be made anyway? 

Mr. Snyper. It was stated in the request to the Appropriations 
Committee that this does not contemplate any of the reorganizatio! 
plan changes. 

Mr. McCormack. So the additional employees requested—and 
whatever is allowed—-would have been requested anyway? 

Mr. Snyper. That is right. 

Mr. McCormack. On the residence requirement, which was raised 
by Mr. Brownson, I believe, a collector, under the present system of 
appointment, has to live in the district of the area in which the col- 
lector’s office operates 

Mr. Snyper. That is correct. 
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Mr. McCormack. If this plan is adopted and becomes law, then it 
will be covered by civil service law. 

Mr. Snyper. That is correct. 

Mr. McCormack. Under the civil service law, except postmasters, 
do you know of any restrictions? As far as postmasters are concerned, 
there is a requirement for a year’s residence in the city or town in 
which the postmastership exists. The present plan is the same as the 
Department of Commerce and all other departments. 

Mr. Snyper. There is no restriction, to my knowledge, as to where 
his service may be used. 

Mr. McCormack. Without any answer, I might point out that it 
is the same in all other agencies with the possible exception of the 
postmaster. 

Frankly, I think, wherever there is a qualified-man who has lived 
in the district to be served, from an administrative angle, it brings 
greater happiness to a community served if someone who is born and 
brought up in the community is appointed. 

That is a practical and administrative policy. 

So, while legally I recognize that the residence requirement should 
be abolished if the plan is adopted, in practical operation, it seems to me 
someone who is identified with the community and is qualified and 
has civil-service status, or acquires it, would be a desirable appointee. 

Mr. McVey. Mr. Chairman, I think that most of the questions 
[ had in mind have been explored already, but I would like to ask Mr. 
Secretary one or two questions. 

On what basis was it determined that there shall be no more than 
25 of these geographical districts? 

Mr. Snyper. The distribution of the workload was divided. That 
was one of the basic decisions. We felt we could divide the country up 
in 25 districts, not to exceed 25 districts, and accomplish proper 
coverage both geographically and so far as the workload is concerned. 

Mr. McVey. Do you know how far behind your office is in the 
inspection of tax returns, income-tax returns? How many years 
behind is it at this time? : 

Mr. Snyper. May I ask the Commissioner to give me that detail? 

Mr. Dunuap. Mr. Congressman, we are not behind by years, 
because we have had to adopt the policy of only selecting each year 
the maximum number of returns that we can examine. I feel that 
where we are behind is in not being able to select enough of them for 
examination each year. I wouldn’t say we are behind from the 
basis of any given year, but we are just not able to examine at the 
present time as many as we would like to each year. 

Mr. McVey. Will this reorganization help you in that particular 
situation? 

Mr. Duntap. Yes; I think it will kill a considerable dead area. 

Mr. McVey. Just one more observation which I wanted to make, 
Mr. Chairman. I think it is to be lamented—TI understand the 
difficulty evolved—that we cannot make an estimate of some particular 
saving by this reorganization. I realize the difficulties you have 
described, Mr. Secretary, but the people of this country, I think, are 
more interested in economies in connection with the reorganization 
plan than efficiency in Government. 

The Hoover Commission did have two goals in mind. One was 
efficiency and the other was economy of Government. We are not 
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able to show, through these various reorganization plans that we have 
put through the Congress, any great saving in money. At least the 
cost of Government has gone up each year. 

We had a reorganization scheme before the Congress. during this 
last session. It was defeated. I think one reason for that defeat 
was that we couldn’t make an estimate of any savings in the Govern- 
ment. At least no claim was made for saving or economy in Govern- 
ment, 

It seems to me in the presentation of these reorganization plans 
hereafter it would be a fine thing if we could have a statement of saving 
that we could make in the reorganization, because the people are 
interested in that particular thing. 

Mr. Houtrrevp. Will the gentleman yield? 

Mr. McVey. Yes. 

Mr. Houirrevp. | agree it is desirable, but, if you go into the re- 
organization of the complicated structure of Government, you must 
come to the conclusion that it is an impossibility to estimate specific 
savings. I have had the same idea the gentleman has and I am cer- 
tainly in favor, wherever a monetary saving can be specified by the 
Department, for it to do so. But the more I study the complicated 
structure of the Government and the moving around of these functions 
from one Department to another, the more I can see the difficulty of 
putting it on a dollars-and-cents basis. 

Mr. Snyper. I think | have an answer that would be of interest to 
you, Mr. Congressman, in that connection. 

We will take the over-all operation of the Treasury in the last 5 
years. Although in many of the bureaus we have had as much as a 
20-percent increase in workload, the Treasury Department has ab- 
sorbed that increased workload plus 60 million dollars automatic 
salary increases, at a net budget increase of 24 million dollars. 

So I think that can give you the trend of operations in the Treasury. 

We are aiming toward economy. I think that will be of comfort to 
you. 

We will certainly, as quickly as we get the framework set up in this 
reorganization, go toward bringing about the economies at the earl- 
iest possible date. 

Mr. Curtis. Would the gentleman yield? 

Mr. McVey. Yes. 

Mr. Curtis. I wouldn’t like to be left with Mr. Holifield’s state- 
ment that we cannot estimate these economies. That is his opinion. 
I feel this committee should expect from the governmental bureaus 
that are coming in with reorganization plans some estimate of the 
savings. We think that Government is too expensive and there 
can be economies in personnel and, if the proper job is done by the 
department involved, | am satisfied they can present us with those 
facts and figures. I admit it is a difficult job, but not insurmountable. 
We need more cooperation from the department involved. 

Mr. Houirrevp. In the Hoover Commission report there was no 
statement of specific dollars-and-cents savings. They went into gen- 
eral language and said there would be substantial savings and econ- 
omy and efficiency. I want to use some of the figures you have 
supplied each of the members here to indicate that it cannot always 
be indicated in dollars and cents insofar as the savings of a govern- 
mental operation are concerned. 
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In 1941 you had 27,230 people employed. This year, 10 years 
later, you have 57,000 people employed. That is an increase of about 
30,000, or more than 100 percent increase in personnel. 

But when we look at the workload, we see that the collections have 
jumped from 7 billion to 50 billion, which is about a sevenfold increase. 

I would like to ask you to verify this, because I am sure you have 
the figures, but it seems that something like 5 miilion returns were 
sent in 10 years ago and something like 85 million are being sent in 
now to be processed by substantially twice the number of employees, 

Mr. Snyper. That ts exactly right. 

Mr. Houirievp. If you have those figures—— 

Mr. Snyper. You have named them. 

Mr. Houtrrevp. If you have them, I would like to be sure my 
statement is correct. That shows an efficiency of operation. 

Your cost for collection of a hundred dollars has gone down in the 
last 10 or 12 years from over a dollar per hundred dollars to about 49 
cents per hundred dollars. 

Mr. Snyper. I just stated in the testimony in connection with 
next year’s operation that we estimate it at forty-four one-hundred ths 
of 1 percent. That will be the cost of fiscal ’53. 

Mr. Hourrievp. In my opinion, as far as this Department is con- 
cerned, this is one of the best examples of efficiency that we have in 
the Government, exclusive of the Post Office. I think the Post 
Office can show a similar efficiency. 

Mr. Snyper. We will have to furnish you with those specific fig- 
ures, but I think you are approximately correct at 55 and 85, but we 
will get those figures for you. (The number of returns filed in 1940 
was 19 million; in 1951, 82 million.) 

Mr. Curtis. I want to clarify something. The figure 85 million 
was used, yet you used the figure 55 million. 

Mr. Snyper. Fifty-five is the number of individual taxpayers— 
85 million is the number of returns of all types. 

Mr. Curtis. There might be duplications, then? 

Mr. Snyper. Corporations and things of that sort. 

Mr. Dorn. I have no questions, but just one of a general nature 
which might not bear directly on this reorganization bill No. 1, which 
J am in favor of. 1 want to avail myself of this opportunity to find 
out something. 

While in France recently, we found out that the French are only 
collecting about 30 percent of their income tax levies. I would like 
to know, Mr. Secretary, how the collections in America compare with 
some foreign countries. Many of them over there do not exceed 30 
percent. 

I had the impression here they are very good. I would like to know 
if you know the percentage. 

Mr. Snyper. We are not able at this time to answer that. 

Mr. Dorn. I know. 

The CuarrMan. Any other questions? 

Mr. Dorn. Thank you very much. 

Mr. Busx. Mr. Secretary, | understood you to say you became the 
Secretary of the Treasury in 1946. 

Mr. Snyper. That is correct. 

Mr. Busu. In 1947 you began to study a plan of reorganization; 
is that correct? 
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Mr. Snyper. We began to institute administrative changes. We 
started in first with work simplification programs to try to analyze 
how many motions you could take out of shuffling papers on a desk. 
We began with that basic program in all parts of our Treasury Depart- 
ment. We thought it a way of getting at our problem right at the 
grass roots. We had to first find out and get familiar with the opera- 
tions that were going on. That is, this group that I had working on it 
had to learn their problem first, but we coupled with that immediate 
action in work simplification programs. 

We branched out. We had a reorganization of the Coast Guard, 
the Customs. We worked on the Internal Revenue Bureau along 
with it. That has been going on through all the departments, that 
same kind of management improvement. 

Mr. Buss. In other words, you found out pretty soon after you 
took office that there was a great need for a better set-up and a better 
plan to have more efficiency in the Bureau than what had been 
previously the practice? 

Mr. Snyper. We had just come out of a pretty big war in which 
the Bureau had grown, and many other operations around the 
Treasury, such as in the issuance of stamps and currency and savings 
bonds, had grown. When the war was over, the customs operations 
increased. We had the problem in the Coast Guard of reduction 
from a wartime operation to a peacetime level. We had all those 
problems to consider at the close of a terrific upset caused by war 
operations. One problem which confronted us was having to take 
what we could get in the way of personnel with the great demand 
in the services and in industry for personnel. 

We then began to try to get at a better organization to assume 
the increased workload in many of the bureaus. In others we had 
to adjust downward from a war peak to a peacetime operation. It 
was taken to mean that we ought to get on that right away and 
ought to get the best we could. 

Mr. Busu. It wasn’t because you felt there was any misconduct 
by the employees that you started that reorganization plan at that 
time? 

Mr. Snyper. That is correct. 

Mr. Busu. You didn’t have anything like that in mind at that time? 
Mr. Snyper. That is correct. We were trying to give better 
rvice to the taxpayer, the citizen. 

Mr. Busu. I want to commend you for having the vision to start 
a reorganization plan of some kind, and have efficiency and some 
economy perhaps connected with it. 

I happen to be in business and have been the greater part of my 
hfe. I know that a plan that works today may be weak a year from 
now and we can do things to economize. I want to commend you 
for taking some action and making some study and working with this 
plan. 

However, it just seems as though all at once it has developed here 
that this plan is being recommended by the President. Is this the 
President's plan or is this really the result of the information that 
you have assembled through your actions—and the people associated 
with you—over the years? 

Mr. Snyper. That would be true of any plan that the President 
offers. He doesn’t make up these plans in the White House. The 
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various departments will have to furnish the plan to him. That 
would be the natural and usual procedure. 

Mr. Buss. But he thought well enough of this plan—— 

Mr. Snyper. He thought very highly of it. 

Mr. Busu. That he could use it right now. 

Mr. Snyper. He thought very highly of it. I was happy I was 
able to offer it to him. 

The CuarrMan. I would like to ask a question or two. 

You have done everything in your power administratively to bring 
your office up to a high standard of efficiency. You now feel that 
legislation is necessary. Is that right? 

Mr. Snyper. We feel that the legislation of this program is essential 
to complete and tie together all the things that we have done and 
enable us to continue to move forward. I never feel we have reached 
the ultimate. We will always continue to try to strive to find better 
ways, more efficient ways, more economical ways to do things. 

The CuarrMan. And although there may be various bills pending 
you feel that this plan will meet the immediate problems now facing 
you and your department; is that correct? 

Mr. Snyper. I think so; yes. 

The CHatrRMAN. I see Congressman Kane back there. He has been 
interested enough in this subject matter to come in and sit with us. 
I would like to know if he would like to ask the Secretary any questions. 

We are happy to have you with us, Mr. Secretary, and have the 
information you have given us. 

We would like to excuse you. I would like to say we sent letters 
about the fact of our holding this hearing to every Congressman and 
to every Senator, because we felt that the matter was one which they 
would be interested in, we would certainly be happy to have them here 
and happy to give them any opportunity to question any witness. 

Mr. Snyper. Mr. Chairman, I want to thank you and your commit- 
tee for this very fine opportunity. 

The CHarrmMan. Under this law these hearings must be closed by 
Thursday and I am trying to close them by Wednesday in order that 
we might take the matter up in executive session and pass on it. 

We are happy to have you with us. 

The meeting will be continued until Monday. Our first witness will 
be Mr Dunlap, who, it has been explained to us, will explain to us the 
mechanism, the details of this plan. 

Mr. Snyper. I thought you were going to have the Budget Bureau 
come in. Did you change your plan on that? 

The CuartrMan. The Director of the Budget Bureau wil! come in 
also on Monday. There is a question of whether we can get together 
with the other committee that is holding a hearing in which you 
gentlemen are asked to participate. 

Mr. Snyper. We have a tripartite problem here. We have your 
committee, the Appropriations Committee and the King subcommit- 
tee. 

The CHarrMAN. I appreciate that you gentlemen will have to work 
it out with the other committees. If they require Mr. Dunlap, then 
we will proceed with Mr. Lawton and then Mr. Dunlap. 

Mr. Snyper. We want to give this committee our full and un- 
restricted attention until we get our story told to you, because Mr. 
Dunlap will get into the details, and it may take some time because of 








66 REORGANIZATION PLAN NO. 1 OF 1952 


the searching questions you have given me, and I know you will meet 
him with the same fine questions. 

The CuHarrMANn. I have promised Congressman King that we would 
call Mr. Dunlap in the forenoon and give him an opportunity to be 
with that committee in the afternoon. If there are any other arrange- 
ments made, which are different than that, that can be taken up with 
Mr. King and will suit us fine. As we stand here now, however, and 
as a result of the conversations we have had, that is the situation that 

sresents itself at this date. We leave it in your charge to arrange with 
Ir. King any other way you may wish. 

Mr. Snyper. Let me get it clearin my mind. You are going to ask 
Mr. Dunlap for Monday morning and Monday afternoon and Tuesday 
morning? 

The CHatrman. No. We will conclude his testimony at 2 o’clock 
at the latest, because that is the hour they set for him under the cir- 
cumstances. 

Mr. Bouuine. No lunch? 

The CHatrMan. The two committees have to have two men before 
them. We have had you. 

Mr. Snyper. Yes; it is a matter of logistics. 

The Cuarrman. If you make any logistics different than that, we 
will be happy to go along with that. 

Shall we meet earlier Monday morning? How about 9:30? 

Is 9:30 in the morning too early for Mr. Dunlap? Mr. Dunlap, can 
you make it at 9:30? 

Mr. Duntap. Yes, sir. 

The CHarrMan. Then we will adjourn to reconvene at 9:30 Monday 
morning in this room. 

(Whereupon, at 3:35 p. m., the committee adjourned to reconvene 
at 9:30 a. m. Monday, January 21, 1952.) 
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(Bureau of Internal Revenue) 


MONDAY, JANUARY 21, 1952 


House or REPRESENTATIVES, 
COMMITTEE ON EXPENDITURES IN THE 
Executive DEPARTMENTS, 
Washington, D. C. 

The committee met, pursuant to call, at 9:40 a. m., in room 1310, 
New House Office Building, Hon. William L. Dawson (chairman) 
presiding. 

Present: Representatives Dawson (chairman), Holifield, Lanham, 
Hardy, Karsten, McCormack, Bonner, Blatnik, Burnside, Bolling, 
Dorn, Lantaff, Hoffman, Riehlman, Mrs. Harden, Brownson, Curtis, 
Mrs. Church, Meader, McVey, and Bush. 

Also present: Christine Ray Davis, clerk; Annabelle Zue, minority 
clerk; Thomas A. Kennedy, general counsel, William A. Young, staff 
director, and Herbert Roback, staff member. 

The CHArRMAN. Will the hearing come to order. 

On last Friday the hearing on the President’s plan No. 1 for 1952 
was adjourned and is reconvened this morning. 

We will call our first witness, Frederick J. Lawton, Director of the 
Budget. Mr. Lawton. 


STATEMENT OF FREDERICK J. LAWTON, DIRECTOR, BUREAU OF 
THE BUDGET; ACCOMPANIED BY WILLIAM F. FINAN, ASSIST- 
ANT DIRECTOR FOR ADMINISTRATIVE MANAGEMENT; FRED E. 
LEVI AND EDWARD STRAIT, STAFF MEMBERS, BUREAU OF THE 
BUDGET 


The CuarrmMan. Will you identify yourself for the reporter. 

Mr. Lawron. Frederick J. Lawton, Director of the Bureau of the 
Budget. 

The CuarrMan. Mr. Lawton. 

Mr. Lawton. Mr. Chairman, I have a short statement that I would 
like to read. 

The CHarrMan. You may proceed. 

Mr. Lawton. Mr. Chairman and members of the committee, | 
welcome the opportunity extended to me by your committee to speak 
in support of the President’s Reorganization Plan No. 1 of 1952. 

As the Secretary of the Treasury has testified, Reorganization Plan 
No. 1 of 1952 paves the way for a comprehensive reorganization of 
the Bureau of Internal Revenue of the Department of the Treasury. 
The Secretary has laid before the committee an outline of the new 
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pattern of organization which he expects to institute in the Bureau of 
Internal Revenue. He has made clear that Reorganization Plan No 
1 is a necessary and key step toward the comprehensive reorganization 
of that Bureau. The Commissioner of Internal Revenue will late: 
testify on further details of the comprehensive reorganization. The 
purpose of my statement is to discuss with the committee the purposes 
and provisions of Reorganization Plan No. 

Reorganization Plan No. 1 is a very simple plan which removes the 
major barrier to the general reorganization of the Bureau of Internal 
Revenue by abolishing the office of collector of internal revenue. It 
thus places the Secretary of the Treasury in position to utilize fully in 
the reorganization of the Bureau the authority given him by Reor- 
ganization Plan No. 26 of 1950. Plan No. 1 also has the important 
purpose of making it possible to develop a completely professional 
career service in the Bureau of Internal Revenue below the Commis- 
sioner. 

In this connection let me quote two reports. A recent congres- 
sional report contained the following statement: 

The most serious defect in the organization and operations of the Bureau is the 
fact that the men who are charged with the actual collection of revenue are politi 
cal appointees. 'The Commissioner, who administers the entire Bureau, does not 
have effective control over the collectors throughout the country. Whether the 
collectors of internal revenue actively attend to the affairs of their offices or merely 
bask in their own patronage appears to be largely a matter of their own volition 

The report of the Commission on Organization of the Executive 
Branch of the Treasury Department, page 17, emphasized the same 
point in these words: 

One of the chief handicaps to effective organization of the Department is the 
political appointment of collectors of internal revenue and of customs, and certain 
other officials. These appointments are regarded by some as sinecures. In any 
event, they form a bar to orderly development of an experienced staff. 

The principal weakness of the present arrangement regarding col- 
lectors is that it is not designed to provide professional career admin- 
istrators in key field posts in the revenue service. The increase in 
complexity and technicality of revenue administration requires that 
personnel in top field offices be well versed in the intricacies of the 
internal revenue laws and regulations and experienced in coping with 
problems of modern administration. 

When these posts were established by law in 1862, the duties were 
quite elementary. Originally the duties were to interpret one rela- 
tively simple excise tax law, to collect that tax, and to forward the 
collections to the Treasury. Today tax laws are numerous and are 
much more complicated. The magnitude and complexity of the total 
revenue work now requires increased decentralization of policy issues 
from Washington to the field. The collectors are now authorized to 
make complex tax settlements within certain policy guides from 
Washington. Continuing the method of appointing collectors first 
instituted 90 years ago is no longer appropriate. 

Reorganization Plan No. 1 of 1952 abolishes the offices of collector 
and deputy collector of internal revenue, the offices of Assistant Com- 
missioner, Special Deputy Commissioner, Deputy Commissioner, and 
Assistant General Counsel for the Bureau of Internal Revenue. All 
abolitions of offices will become effective at such time as the Secretary 
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of the Treasury may specify, but in no event later than December 1, 
1952. 

To provide a flexible framework of offices around which the Bureau 
of Internal Revenue may be reorganized, plan No. 1 establishes three 
new Offices with the title of Assistant Commissioner of Internal 
Revenue, one additional office of Assistant General Counsel, not to 
exceed 25 new offices with the title of district commissioner of internal 
revenue, and not to exceed 70 offices with titles to be determined by 
the Secretary of the Treasury. 

To assure professional career personnel for the entire revenue 
service below the Commissioner, Reorganization Plan No. 1 provides 
that all new offices will be filled by appointment under the classified 
civil service. Reorganization Plan No. 1 provides that compensation 
of these new offices shall be fixed under the classification laws, and 
without regard to the numerical limitations on positions set forth in 
section 505 of the Classification Act of 1949, as amended. The effect 
of this compensation provision is to permit payment to these offices at 
the levels of grades GS-16, 17, and 18, when the responsibilities of the 
positions so warrant in the judgment of the Chairman of the Civil 
Service Commission or the President. 

Underlying the need for Reorganization Plan No. 1 is the enormously 
increased burden which the Bureau of Internal Re ‘venue has had to 
assume in the last 12 years. Since 1940, for example, the number of 
income tax returns has increased fourfold to 82 million, and the total 
revenue collections by the Bureau have increased tenfold to $50% 
billion, 

This vast increase in workload has placed many severe strains on 
the Bureau. Within the limits of the same basic organization as it 
had in 1940, numerous and significant improvements have been made 
in the operations of the Bureau. Many of these improvements have 
been cited by the Secretary of the Treasury, and others will be 
described by the Commissioner of Internal Revenue. 

It has become increasingly apparent, however, that no amount of 
procedural improvement is an effective substitute for a completely 
modernized organization. Hence, beginning with plan No. 26 of 1950, 
which equipped the Secretary of the T reasury with the authority to 
undertake such a fundamental reorganization, he has been developing 
a plan for thoroughly modernizing the structure of the Bureau. 

This plan has solid objectives which cannot be fully implemented 
without Reorganization Plan No. 1. For this reason, I urge that tne 
Congress permit plan No. 1 to become effective. 

! would like to recall what the President said in his transmittal 
message: 

All of us have a right to insist that the Bureau of Internal Revenue be provided 
with the finest organization that can be devised. 

The CHarrMan. Mr. Riehlman. 

Mr. Rrexsuman. Mr. Lawton, in go ig these plans for the 
reorganization under Reorganization Plan No. 1, sometime ago after 
the Hoover Commission had made its report, rie were two bills, 
introduced by Mr. Hoffman and Mr. Dawson, a member of and the 
chairman of the committee, respectively, those bills being practically 
identical, to reorganize the whole Treasury Department. 
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As Director of the Bureau of the Budget—I know you have a 
definite interest in the operations of these departments—was there 
any consideration given to the matter of reorganization of the whole 
Department instead of taking it piece by piece? 

Mr. Lawton. I think your major question there relates to the 
recommendation for the establishment of the revenue service in the 
Treasury, a combination of the Bureau of Customs and Bureau of 
Internal Revenue, under a revenue service. 

The studies that have been made so far have dealt largely with the 
Bureau of Internal Revenue, although the Secretary has begun 
studies on the Bureau of Customs. 

lhe real answer to the question of organization was the action of 
Congress in granting authority to the Secretary and the Reorganiza- 
tion Plan No. 26, which permitted him to make those reorganizations, 
to study them carefully and to develop them as time permitted. 
That authority is an authority that rests permanently in the Secretary, 
and he has the opportunity to carefully study each of them. 

He studied this one first because the problem was perhaps greater, 
and is prepared to begin the reorganization of the Bureau of Internal 
Revenue. 

The Customs is one that I understand, from the Secretary, he has 
under study. It will come along when the major steps have been 
taken im regard to the Internal Revenue Service. 

Mr. Rrexi~Man. Of course, this action was aggravated because of 
information that has been coming out from time to time with respect 
to the activities within the Department; is that correct? 

Mr. Lawron. I don’t know whether “‘aggravated”’ is quite the right 
word, or not, although the development you refer to may have had 
something to do with the decisions. But it was mainly for the reason 
that the Secretary established a committee under the chairmanship of 
Mr. Wiggins, which made some very careful studies in the Bureau. 
They brought in some outside management engineering firms to make 
studies, and, as a result of those studies, the Secretary is ready to move 
ahead with the reorganization of the Bureau. 

Mr. Rrexitman. Unfortunately, I was not able to be here to hear 
the Secretary of the Treasury give his testimony the other day, but 
I am particularly interested as to the attitude of the Department, 
for we are hearing a tremendous amount about irregularities in the 
Department, difficulties relating to dishonesty and fraud, and so forth. 
The great question comes to my mind whether through Civil Service 
or any other act we can bring complete honesty in these departments. 
Maybe it is a step in that direction, but I do not think you can legislate 
honesty and integrity in people in office. 

Mr. Lawton. You can provide a climate in which the chances are 
greater, but I agree with you that you cannot legislate honesty or 
morality in any single individual. 

Mr. Riex#_mMan. Cutting down the numbers of internal revenue 
offices throughout the country to possibly 25—and then putting the 
District Commissioner of Internal Revenue under civil service—he 
would be the only appointee by the President; is that correct? With 
confirmation by the Senate. 

Mr. Lawron. The Commissioner of Internal Revenue in Washing- 
ton. 
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Mr. RrexsuMan. The other 25 men would ba appointed from a civil- 
service list. Do you feel that you can get qualified men with admin- 
istrative ability, which I think is one of the most important qualifica- 
tions in that Department particularly? Do you feel you can pick them 
better from a civil-service list than possibly by a commission of three 
men—maybe one appointed by the President, maybe one by the Secre- 
tary of the Treasury, and maybe the other by the Commissioner of 
Internal Revenue? 

Mr. Lawron. I believe it would be a more satisfactory basis for 
appointment; yes. 

Mr. RresuMan. I think that is all, Mr. Chairman. 

The CuatrrMan. Mr. Hoffman. 

Mr. Horrman. On page 2 of your statement you quote from two 
congressional reports. What is the first one, by number and date? 

Mr. Lawton. The first one is a report of the House Appropriations 
Committee, House Report 1532, Eightieth Congress, March 9, 1948. 

Mr. Horrman. And the other one? 

Mr. Lawton. The Hoover Commission report on the Treasury. It 
was reported March 1949. 

Mr. Horrman. The first paragraph of the first one—the first 
sentence—reads: 

The most serious defect in the organization and operations of the Bureau is 
the fact that the men who are charged with the actual collection of revenue, are 
political appointees. 

The first sentence in the other quotation reads: 

One of the chief handicaps to effective organization of the Department is the 
political appointment of collectors of internal revenue and of customs, and 
certain other officials. 

It is your understanding that those domains will be taken out 
from under all political pressure? 

Mr. Lawton. They will be appointed, under the plan, in accord- 
ance with civil-service regulations and under the Classification Act. 
They will be appointed, as will any other civil servant of the Govern- 
ment, subject to appropriate examination. 

Mr. Horrman. And you think the legislation and the rules and 
regulations to which you have referred will take them out from under 
all political influence? 

Mr. Lawton. I would assume that it would because they would 
not be appointed in the method usually prescribed for political officers. 

Mr. Horrman. Some of us have found that it doesn’t work that 
way in reference to postal employees. Have you any suggestion as 
to whether or not we are mistaken in that? 

Mr. Lawron. In this case the appointment will be by the Secretary 
of the Treasury as the appointing officer, or through such de legation 
as he may make of that appointive power, from and “under civil-service 
regulations. It will not require Senate confirmation or anything of 
that sort. 

Mr. Horrman. I understand that. 

Do you understand about civil service? Idon’t. I am not critical. 

Mr. Lawton. I think in this case they would be appointed just 
the same as the present staff of the Internal Revenue Bureau is 
appointed, or the Customs Service. 
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Mr. Horrman. But if three people in my district want a particular 
post-office job or carrier job and take the examination, who determines 
which one is to have that job? 

Mr. Lawton. If three people take the examination? 

Mr. Horrman. Yes. 

Mr. Lawton. And pass the examination? 

Mr. Horrman. They all three pass. 

Mr. Lawton. The appointive officer has a selection from those 
three. 

Mr. Horrman. Of any one of the three? 

Mr. Lawton. Yes. 

Mr. Horrman. So that political considerations can come in there? 

Mr. Lawton. Well, it may be a political consideration, but I would 
assume it is rather a consideration of the most appropriate of the 
three. 

Mr. Horrman. Take the three gentlemen there. You all take the 
examination. I make the selection. I can do as I please. 

Mr. Lawton. Yes, with one exception. If you pass over a veteran 
in that process, a disabled veteran, you have to make a report to the 
Civil Service Commission as to why. 

Mr. Horrman. And the veteran gets credit. 

Mr. Lawton. Yes. That doesn’t affect the selection. You have 
to report if you pass over him. 

Mr. Horrman. To whom do I report? 

Mr. Lawton. To the Civil Service Commission. 

Mr. Horrman. Can he take any action? I must take the veteran? 

Suppose you are the veteran and I say that I do not want you, 
I want the man on the right. Who can do anything about it? 

Mr. Lawton. I think that is a question you will have to discuss 
with Mr. Ramspeck as to specifically how he will handle it. 

Mr. Buarnix. Will the gentleman yield? 

Mr. Horrman. Yes. 

Mr. Buatnix. If you bypass a veteran or disabled veteran who is 
among the top three qualified or certified by Civil Service and you 
have reasons for objecting to him, you are to submit those reasons in 
writing to the Civil Service and I believe the statutes or the civil- 
service regulations have a procedure for that. 

Mr. Horrman. That is what Iam asking. For instance—— 

The Cuarrman. Mr. Ramspeck will testify. I am sure he will be 
able to answer that. 

Mr. Horrman. Thank you for that suggestion. We will waive it 
then until Mr. Ramspeck testifies, unless Mr. Karsten wants to 
answer it. 

Mr. Karsten. I am sorry, but I didn’t understand the gentleman. 

Mr. Horrman. My question was if the gentleman who is testifying 
and two other men all pass the examination and the gentleman who is 
testifying is a veteran, that I do not want him, I take the man on the 
right, who can overrule me? 

Mr. Karsten. I think that is a question for Mr. Ramspeck, but 
the experience I have had, where a veteran has passed the examina- 
tion, if you want to bypass him, you have to put a statement in writing 
as to why he should be bypassed. 

Mr. Horrman. You cannot overrule that man? 
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j Mr. Karsten. That would be a question for Mr. Ramspeck to 
answer. 

Mr. HorrMan. He has the final decision? 

Mr. Karsten. Mr. Ramspeck will have to answer that. 

Mr. Horrman. The only point I was making was whether or not 
this reorganization plan cures the evils suggested in the first sentence 
of each of these paragraphs. 

Then over on page 3, in the next to the last paragraph, you have 
referred to the offices of Collector and Deputy Collector, which are 
abolished. Then there is the Assistant Commissioner and Deputy 
Commissioner and Assistant General Counsel, who get those jobs. 
What office takes over the duties those men now exerise or perform? 

Mr. Lawton. The officers who are the collectors and deputy col- 
lectors of internal revenue would be succeeded by such officers as the 
Secretary of the Treasury would designate. 

Mr. Horrman. You mean he appoints those without civil service? 

Mr. Lawton. No, no. Those people would be under civil service. 
But he would decide which one of the personnel of the Bureau of In- 
ternal Revenue in the field would take those specific duties. 

Mr. Horrman. Wait a minute. That shifts the appointing power 
to whom and from whom? 

Mr. Lawron. The collectors are now appointed by the President. 
The deputy collectors are appointed under civil service. The reason 
for the abolition of deputy collector was purely because the collector’s 
office was abolished and, if you do not have a collector, on that basis, 
the deputy collector would be a deputy to no one. 

Mr. Horrman. I understand that the appointing powers, then, for 
that one office, goes from the President to the head of the Department 
of the Treasury. 

Mr. Lawron. He operates under civil service. 

Mr. Horrman. The top man, too? 

Mr. Lawton. Not the Commissioner of Internal Revenue. 

Mr. Horrman. That is what I am talking about. 

Mr. Lawton. That office is not touched in the plan. I am talking 
here about the collectors. These officers are the collectors, the 
assistant commissioners—— 

Mr. Horrman. The power of appointment and responsibility for 
collectors is shifted from the President—and on top of that they are 
subject to the regulations of the civil service. 

Mr. Lawron. That is right. It is placed under civil service. 

Mr. Horrman. I think that is all. 

The Cuarrman. Mr. Holifield. 

Mr. Hourrretp. The proposal in . No. 1 to place the subordinate 
officials under civil service follows the Canfield subcommittee report 
on the appropriations bill of 1949; is that right? 

Mr. Lawron. That is right. 

Mr. Houtrievp. I yield to Mr. Hoffman. 

Mr. Horrman. Thank you. 

I have asked the clerk to get for me the Department’s report on 
H. R. 5174 (8ist Cong.) and I am advised that we do not have it, 
that it was referred to the Committee on Ways and Means. They 
now report back that they do not have it. 

Will you have the staff learn whether or not there was a report on 
that bill and the bill you also introduced, and may we have them? 
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The CuatrMan. I don’t think we have had hearings on them yet 

Mr. Horrman. But ordinarily, when a bill comes in, the depart- 
ments are requested to file a report and I am wondering whether they 
filed a report on either of the bills. 

The Cuarrman. Mrs. Davis, will you ascertain whether we have a 
report on those bills? 

Mrs. Davis. Those bills were not referred to our committee, so 
we didn’t request a report. The committee to whom the bills were 
referred should have requested a report. 

Mr. Horrman. Then, will the staff ask the departments whethe: 
they filed a report on those bills—the Civil Service Commission, 
the Treasury Department, and the Bureau of the Budget? It will 
save a lot of questions here. 

Mr. Houirietp. Mr. Lawton, I believe you answered in the affir- 
mative the question I asked you about the Canfield recommendations, 
the Appropriations Subcommittee recommendations. 

Mr. Lawron. I did. 

Mr. Houirreitp. On the subject of selection between the top three 
on the civil-service list, there is a background of reasoning behind the 
selection of the top three, is there not? 

Mr. Lawron. That is right. That is customary to give the 
appointive officer that much of a leeway, that much of an opportunity 
to decide between those three which of those men would be better 
suited to the particular kind of position he has in mind. 

Mr. Houiriev.p. In other words, the civil-service test which comes 
out with a grading of, let us say, 94, 97, or 99 does not necessarily 
mean that the man who got the 99 would be the best man. There 
are intangible factors, such as whether he is liked by his colleagues or 
his associates in the Department, whether he had qualities of adminis- 
trative leadership in excess of another person who might have tech- 
nical qualifications in another field that would bring his grade up. 
The element of administrative judgment enters into the selection of 
these men by their superiors and it isn’t always the man who has the 
highest civil-service grade that necessarily makes the best executive. 

“Mr. Lawron. That is correct. There is also the point that some- 
times those differences in ratings go down to the second decimal point, 
so the real distinction between them may be a very slight fraction of 
1 percent. 

Mr. Houirretp. The mathematical notation on their civil-service 
examination does not always indicate that the top man is the best 
man? 

Mr. Lawton. Not for a specific and particular position for which 
you may be hiring someone. 

Mr. Ho.rrietp. Congress has seen fit to give 5 percent to an 
uninjured veteran and 10 percent to an injured veteran in these civil- 
service examinations as a beneficent act on the part of Congress 
toward veterans of our prior wars. It is perfectly possible that a 
10-percent disabled veteran might place higher on the examination 
list and yet be less capable of administering the department than a 
nonveteran who placed lower, who actually placed higher without the 
10-percent bonus, you might say. 

Mr. Lawron. That is possible. 

Mr. Houirieip. | know it has been so in examinations in my own 
area where a veteran who got, let us say, 85 percent on a civil-service 
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examination, and a nonveteran who got 92 percent, the veteran having 
been disabled would get 10 percent and get 95 and bring him over 
the other who got 92 percent—there is an element of administrative 
ability as between them that would be considered that would not be 
political and vicious. 

Mr. Lawron. That is perfectly true. 

Mr. Houirievp. I seek to ascertain the relative size between the 
total amount of Customs personnel and the total amount of personnel 
in the Bureau. 

Mr. Lawton. I don’t have those figures accurately in mind, but 
it is about one-fifth. It would be safe to say that the Customs per- 
sonnel is about one-fifth of the total. 

Mr. Hourrretp. In view of the fact that the Hoover Commission 
did recommend that the Customs be consolidated with the Bureau of 
Internal Revenue and in view of the fact that this plan does not do 
that, we can safely say, I think, that it takes care of four-fifths of the 
personnel involved; is that true? 

Mr. Lawron. That‘is correct. 

I would like to call attention to one statement of the Commission’s 
report which came right after its conclusion: 

We are, however, setting no hard and fast rule or organization. 


Mr. Houirietp. The point you make is that you are doing four- 
fifths of the job now because that seems to be feasible and a practical 
thing to do according to your studies, and you are not precluding doing 
the balance of the job if vou ascertain it is beneficial in doing so. 

Mr. Lawton. Certainly not. 

Mr. Houirieip. We are very much interested in this committee in 
obtaining as many of the worthwhile recommendations of the Hoover 
Commission as possible. This committee has a proud record of put- 
ting more of them into legislation than any other committee in the 
House. That is why I question you on this particular point. I hope 
your Department will come forward in the future with an analysis of 
why the Customs should not be included in the reorganization or give 
us reasons either for or againsi, that particular point. 

Mr. Lawton. I don’t believe we are prepared at this point to 
give any reasons against because the subject is under study as to 
whether the further reorganization of Customs should not be accom- 
plished under the Secretary’s authority under Reorganization Plan 
26. It is a question of making these studies, being sure of what you 
want to do and then coming forward with the plan. That was the 
reason that Congress delegated that authority under the reorganiza- 
tion plans to the heads of the several departments, in order that the 
reorganization could progress as soon as the studies had been com- 
pleted on the individual department. 

Mr. Houiriectp. I am glad that you have that under study and 
we will look forward to getting that later and going into it. 

Can you give us the size of the customs collections in relation to the 
collections of the Bureau? 

Mr. Lawton. About 1 percent. I believe the customs collections 
are somewhere under half a billion dollars whereas the Internal 
Revenue receipts are well over 50 billion. 


lhe emplovees of the Bureau of Internal Revenu comprise approxim ately seven-cighths of the total 
mbined personnel of the two Bureaus. 
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Mr. Houirietp. Over 50 billion? 
Mr. Lawron. It is about 1 percent. 


Mr. Houirietp. Then, from the standpoint of collections that are 


involved, it is relatively unimportant, the customs collections in 
relation to the rest of the collections. 

Mr. Lawton. Dollarwise? 

Mr. HourrieLp. Dollarwise. 

Mr. Lawron. Yes. 

Mr. Houirietp. Thank you, Mr. Lawton. 

The CHairMaNn. I am going to again suggest that we will have Mr 
Ramspeck before us from the Civil Service Commission. I think he 
will clarify any questions as to civil service involved. Mrs. Harden. 

Mrs. Harpen. Mr. Lawton, under this plan we are now consider- 
ing, will the deputy collector be permitted to make inspections and 
settlements without consent of the District Commissioner? 

Mr. Lawron. I think you better address that question to Mr 
Dunlap. Iam not completely familiar with all the finer details of the 
plan. 

Mrs. Harpen. That is all at this time. 

The CHarrman. Mr. Lanham. 

Mr. Lanuam. No questions. 

The Cuarrman. Mr. Brownson. 

Mr. Brownson. Yes, Mr. Chairman. 

Has the Bureau of the Budget prepared an estimate of the total cost 
of this operation under the reorganization as compared to the total 
cost of the operation of Internal Revenue today? 

Mr. Lawton. We have not made an estimate of the difference in 
cost. The actual budget for the Bureau of Internal Revenue for the 
next fiscal year will show a considerable increase over the current 
appropriations for the Bureau of Internal Revenue to provide for 
about 7,400 more personnel. Practically half of them will be added 
because of the enforcement of the gambling tax enacted by the last 
session of Congress. Some of the remainder are due to a more ex- 
tensive drive on the racketeering aspects, others because of the total 
increase in the amount of tax collections under recent legislation and 
under the present growing economy. 

We haven’t attempted to make any estimate of how that will be 
affected by this reorganization plan. 

Mr. Brownson. Of course, if this reorganization plan is compared 
for instance, with the reorganization of Customs, I think we should 
realize that the vast bulk of Internal Revenue personnel has been 
under civil service for a long time which is not true of the customs 
service. Are we actually reorganizing about 30 or 35 jobs when we 
adopt this Reorganization Plan No. 1 affecting internal revenue? 

Mr. Lawron. Sixty-four jobs of collectors plus the others. 

Mr. Brownson. So actually, when we consider this reorganization, 
as compared to the reorganization of Customs, there are still at least 
as many people in customs, aren’t there, that are outside of civil 
service than there are in Internal Revenue? 

Mr. Lawton. No. It is essentially the same type. In Customs it is 
the collectors and comptrollers and appraisers. 

Mr. Brownson. Aren’t there about 55 of those? 

Mr. Lawton. About that many. 
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Mr. Brownson. If we were consolidating and reorganizing the 
Customs Service tomorrow, we would be reorganizing about the same 
number of jobs as we are doing for Internal Revenue in this Act? 

Mr. Lawton. It is quite possible. I am not sure of the exact number 
they have. It is about the right figure. 

Mr. Brownson. On that basis, | am very interested in finding out, 
in respect to the substitution for the old collector of internal revenue, 
who was politically appointed, the new office of Commissioner of 
Internal Revenue 

Mr. Lawron. District commissioner, plus the deputy district 
commissioner. 

Mr. Brownson. On that basis I would be very interested in know- 
ing if you are going to upgrade some of these jobs? 

Mr. Lawron. If the Civil Service Commission decides they warrant 
the grades—or the President. 

Mr. Brownson. Aside from the new legislation which has been 
enacted and entirely aside from the new activities which Internal 
Revenue is entering into, we come to a very basic problem. That 
is this—Is this particular district commissioner level of direction in 
Internal Revenue going to cost us more money after it is reorganized 
than it costs us now before it is reorganized? If so, how much? 

We are speaking of this framework itself, this superstructure which 
is imposed on top of the collectors and internal revenue agents. 

Do. you have any idea, from the Bureau of Budget standpoint, 
as to whether this supervisory level will cost more money under 
this new plan, and, if so, how much? 

Mr. Lawton. I don’t have any exact figures; no, sir. 

Mr. Brownson. I think that is one factor we ought to know and 
consider. I have been disturbed in surveying the results of the 
Hoover Commission recommendations adopted to date to see that the 
recommendations so far have increased the salaries of personnel 
and increased the number of personnel. By and large most of the 
recommendations which proposed the greatest total economies in 
savings are still held in various committees of Congress, including 
this committee, and no hearings have been held on them. 

I wish there was some way we could get from the Bureau of the 
Budget an estimate of what this administrative level will cost us 
compared to the old set-up. 

Mr. Horrman. Have you in mind that the first recommendation of 
the Hoover Commission which was adopted, which increased the salary 
of the President and gave him the $50,000 tax-exempt allowance? 

Mr. Brownson. I have never forgotten the priority given that 
recommendation. 

We are under a lot of pressure for the maximum amount of economy, 
and we should know how this will affect the over-all cost in this admin- 
istrative level in the Bureau of Internal Revenue. 

Do you suppose before these hearings are finished that you will be 
able to send to the committee a forecast of the differences in operating 
costs under the new plan as compared with the old plan, considering 
only the administrative level that we are reorganizing—the district 
commissioner and deputy commissioner level? 

Mr. Lawron. You get into an extremely nebulous field when you 
talk about reorganization savings and eliminate from that the factor 
of change in workload. 
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The problem of Internal Revenue, the growth of Internal Revenue, 
has not been due to present organization or changes init. It has been 
primarily due to, tax laws which they have to enforce and the number 
of returns that have to be filed under those tax laws and have to be 
examined. 

As I say, in this next year there is a growth in the cost of Internal 
Revenue due to those increased burdens placed on the Bureau—and 
some of them extremely difficult burdens—by the recent tax legisla- 
tion. 

If I made an estimate that we are going to save X dollars and then 
came in with an appropriation of a greater amount because of work- 
load, vou immediately get into a great argument as to where the saving 
is. The saving may be there, but it is dissipated by increased work- 
load. 

When you throw a gambling tax law into the picture that will take 
over 3,000 people to enforce, that would wipe out any savings due to 
reorganization of this character. 

Mr. Brownson. I agree with you absolutely about that, but the 
thing I am interested in is: How are these 64 jobs we are abolishing 
and changing over to civil service affected? I want to know whether, 
under the new structure as reorganized, we are going to have more 
people replacing these 64 and their staffs or fewer people. How will 
the cost be affected? I am only interested in that one administrative 
level because that is the only area affected by this Reorganization 
Plan No. 1. 

Mr. Lawton. When you have had the opportunity of hearing 
Mr. Dunlap’s testimony and of seeing how this will work, some of the 
questions, I think, will be answered for you. 

Mr. Houtriretp. Will the gentleman yield? 

Mr. Brownson. Yes. 

Mr. Houirievp. | think the gentleman doesn’t want to leave the 
impression on the record that the only thing this does is change 64 
jobs. It consolidates offices in the field. In the city of Los Angeles 
there are seven different offices where people must go to to get their 
tax services. It consolidates all of those into one office. It provides 
supervision by a district commissioner of all of those in place of having 
to go through seven different channels to Washington to get service 
on the various tax problems. 

There are various things that the reorganization plan does besides 
these structural changes. 

Mr. Brownson. Realizing that the Director cannot predict on the 
basis of these new tax loads in the area you are talking about, I was 
thinking only of this one administrative level and the savings which 
might result. 

Mr. Houirtetp. The Reorganization Act of 1949 which we passed 
in this committee required the President to specify probable savings 
so far as practicable on any of these plans. 

When you try to pin down a dollars-and-cents saving, it becomes 
an impossibility to predict the future, because the plan itself has a 
latitude of organizational structure which might vary quite a bit in 
putting it into effect. 

In other words, 25 district commissioners do not have to be ap- 
pointed immediately. You might appoint 16 and later on 3 more, and 
so forth, according to the needs of the service. 
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It seems to me it is an impossible question to answer as to the specific 
savings. 

Mr. Horrman. Will the gentleman yield? 

Mr. Brownson. Yes, I yield gladly to the gentleman from Mich- 
igan, our ranking minority member. 

Mr. Horrman. As I understand you, it will consolidate a number 
of offices and abolish positions of a number of these collectors in Los 
Angeles? . 

Mr. Hourrrerp. These are not collectors. There is one collector 
in Los Angeles, but there are several different units. There is the 
Alcohol Collection Unit, and others. I will give you the full list of 
them. 

Mr. Horrman. I don’t care about that. 

Mr. Houtrretp. The Penal Division, the Technical Staff office, 
the General Counsel’s office. They report directly to Washington. 
Under this new system of simplified organizational structure, they 
would all report directly to the district commissioner. He is given 
an additional authority to settle problems on the local level without 
going to Washington. 

Mr. Horrman. He will settle it out there? 

Mr. Houtirie.p. To a certain extent. 

Mr. Horrman. That will make it easier for me to deal with him, 
if | want to? 

Mr. Houirrevp. Yes. 

But, on the other hand, that is not the last part of it. There is a 
separate inspection service which will be set up, which will be com- 
pletely divorced from him. 

Mr. Horrman. Still under the Treasury Department? 

Mr. Houtrievp. Still under the Treasury Department. 

Mr. Curtis. Will the gentleman from Indiana yield for a comment? 

Mr. Brownson. Yes, | am glad to vield to the distinguished gentle- 
man from Missouri. 

Mr. Curtis. It seems to me that is exactly the information we 
were trying to get from the Secretary of the Treasury and not from 
the members of the committee. We would like to get that informa- 
tion from the witnesses, not from you, Mr. Holifield. 

The CHarrMAN. We have been assured that Mr. Dunlap will give 
it to us. 

Mr. Curtis. I hope to get this testimony from these witnesses from 
the executive department. 

Mr. Brownson. Those are the only questions I have to ask of the 
Director of the Budget. 

The Cuarrman. Mr. Hardy. 

Mr. Harpy. I would like to pursue a little different tack on this 
same subject that Mr. Brownson raised. I understand that under 
this proposal there would be 64 positions which currently are not 
under civil service that would be abolished and the functions per- 
formed by those people in those positions would be discharged by 
civil-service employees; is that right? 

Mr. Lawton. That is right. 

Mr. Harpy. I think one of the questions that Mr. Brownson had 
in mind was to try to determine, if possible, whether those 64 would 
require 64 civil-service employees or whether it would require more 
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or whether it would require less. I believe you have indicated you 
couldn’t tell at this point. 

Mr. Lawron. I think that the Commissioner is going to follow me 
with the detailed explanation of what his reorganization plan is. | 
think that those questions can be clarified more directly and more 
sharply when he presents that plan and shows you exactly what re- 
organization he contemplates. 

Mr. Harpy. Well, regardless of the number of employees that 
would be required to perform the work now performed by those 64, 
the new employees would be subject to civil-serviee regulations. 

Mr. Lawron. That is correct. 

Mr. Harpy. Now I just want to raise this one point because it has 
disturbed me all the way through, not just in this matter, but in other 
functions and in other agencies. Say you get an incompetent with 
civil-service status. Is it any easier to eliminate that incompetent 
under civil service regulations than it is under the system now em- 
ployed in the Bureau? 

Mr. Lawron. Well, I don’t know whether it is any easier. It 
depends entirely on the stamina of the administrator. An incompe- 
tent employee can be fired under civil service. 

Mr. Harpy. It is awfully hard to do, though, itsn’t it, Mr. Lawton? 

Mr. Lawton. Not hard to do. I haven’t found it too hard. 

Mr. Harpy. Were you ever able to get rid of one? 

Mr. Lawton. Certainly. 

Mr. Harpy. Most of the testimony that I get from other agencies 
has indicated that every time an effort is made to eliminate an unsatis- 
factory civil-service employee, the agency trying to get rid of that 
employee is on trial before the Commission rather than the employee 
they are trying to discharge; is that true? 

Mr. Lawron. I think that is overstated on the part of a number of 
them. Their resistance to various types of pressure may be a little 
low. 

Mr. Harpy. I can appreciate under the present system the Com- 
missioner doesn’t have effective control over these appointees. That 
is bad. I concede that is correct. But I am just wondering whether 
we are bringing about some improvement with respect to that partic- 
ular aspect of this thing. I am not talking about this broad general 
subject involved in this proposal, but I am just wondering whether 
you would actually have effective control over them even under civil 
service. 

Mr. Lawron. I certainly think you can. 

Mr. Harpy. That is all, Mr. Chairman. 

The CHarrMan. Mr. Curtis. 

Mr. Curtis. Mr. Lawton, how much study have you and your 
people in the Bureau of the Budget given to this particular plan? 

Mr. Lawton. To this particular plan? 

Mr. Curtis. Yes. 

Mr. Lawton. We have reviewed it and recognized the major factors 
of this, which—— 

Mr. Curtis. When was it presented to you in the Bureau of the 
Budget for your consideration? 

Mr. Lawton. I don’t know the exact date; some time in December, 
I believe. 

Mr. Curtis. You mean just less than a month ago? 
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Mr. Lawton. That is right, or slightly over a month ago. 

Mr. Curtis. So you really haven’t had an opportunity to study it 
in detail? 

Mr. Lawton. This particular plan? 

Mr. Curtis. Yes, sir. 

Mr. Lawton. I don’t think there is too much detail to study in this 
particular plan. 

Mr. Curtis. One thing you might have studied is the various 
questions being asked here as te how much economy might be realized, 
if any, and the cost of it. That is one thing we are interested in get- 
ting. Obviously, you haven’t made a study along that line; is that 
correct? 

Mr. Lawton. The question of major savings, major dollars, is due 
to the opportunity which this plan gives— 

Mr. Curtis. Please answer my question. I appreciate those 
generalities, but I asked a specific question that you didn’t devote 
any time to studying what the actual costs were or might be in this 
plan. Did you or didn’t you? That is the question. 

Mr. Lawron. In this plan? 

Mr. Curtis. Yes, sir. 

Mr. Lawron. No. 

Mr. Curtis. Isn’t it customary in the Bureau of the Budget to make 
estimates of differences of costs between one system and another 
system and particular reference to reorganization plans that affect 
different executive departments of the Bureau? 

Mr. Lawton. It is customary to make a study of the whole subject. 
This plan is a part and not the whole. 

Mr. Curtis. Well, even of the part. 

Mr. Lawron. It makes possible the organization, which the Secre- 
tary under his authority to reorganize under plan 26, desires to put 
into effect. 

Mr. Curtis. That ought to make it easier if it is just a part of it. 

In getting back to my question, which remains unanswered, isn’t 
it customary for the Bureau of the Budget to make estimates of differ- 
ences of costs between present operations and proposed new opera- 
tions? 

Mr. Lawron. Where that is feasible, ves. 

Mr. Curtis. And was it feasible in this case or isn’t it feasible in 
this case of reorganization in plan No. 1? 

Mr. Lawton. Plan No. 1 makes possible and more feasible the 
reorganization of the Bureau, which the Secretary is to accomplish 
under his authority in plan 26. 

Mr. Curtis. I understand that, sir. I am trying to ask pointed 
questions, so we can get along, and a general answer doesn’t help me at 
all. I am asking about this | particular plan, the number of employees 
it might employ and in comparison with the present system. Wouldn’t 
that be a normal thing to have made an estimate of the different costs 
had you had the time? 

Mr. Lawton. It isn’t a question so much of time. It is a question 
of how many of these employees, for example, would be in these 
different classification grades. That is a subject that the Civil 
Service will have to determine when they know what the respon- 
sibilities and duties are which will be assigned to these men. 
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Mr. Curtis. Yes, but isn’t it the custom or the function of the 
Bureau of the Budget to make estimates of that nature, in particular, 
so that the Congress will be advised? We would like to know what 
the Bureau of the Budget estimates might be on the differences of 
cost and also, I might add, on efficiency, because sometimes the 
cost might increase but the efficiency would take care of that. Has 
there been any estimates made on increase in efficiency under this 
present plan? 

Mr. Lawton. We believe that this plan will make possible a reor- 
ganization of the Bureau’s operations, particularly in the field, which 
will permit consolidations of functions, will provide for a more direct 
line of responsibility and authority, and will result in improved 
revenue collection services and a more effective operation of the 
Bureau. 

Mr. Curtis. So your answer is that you have made detailed studies 
of estimates—not detailed studies, but a study—and you have an 
estimate of the efficiencies that will result from this? 

Mr. Lawron. That is right. 

Mr. Curtis. Has that been a detailed study or has it been a general 
study along the lines you have just expressed? 

Mr. Lawton. We have had some of our personnel working with the 
Bureau of Internal Revenue over a period of 2 or 3 years. They have 
worked on a number of the things that have been done already, all of 
which are building up toward the reorganization in such things as the 
consolidation of the employment and other withholding records, the 
mechanization of the Bureau-—— 

Mr. Curtis. Let’s try to confine ourselves to this specific plan. If 
vou have been studying it along with them, why wouldn’t it be that 
much easier, even in this very limited period of time, to have enabled 
you to come up with some sort of estimate that we could go on? 

Mr. Lawron. You limit it to this plan? 

Mr. Curtis. Yes, sir. 

Mr. Lawron. This plan is just a part of the whole. 

Mr. Curtis. | understand. 

Mr. Lawron. It makes possible the most effective reorganization 
by reason of removing the barriers that presently exist. 

Mr. Curtis. I appreciate that, sir, and I do not want to interrupt, 
but I would like you to confine yourself to any question that has to 
do with the savings of this particular plan. I understand all these 
these other things, too, but I am trying to go step by step, so we can 
get somewhere. I want to be corrected, if | am wrong, but it seems to 
me you haven’t had time to study it and you have not made the study 
of the difference in costs of what the new and old systems are and the 
efficiencies. 

Mr. Lawron. Still confining it to this plan? 

Mr. Curtis. Yes. sir. 

Mr. Lawton, I will go on to the next question, which is a question 
which Mr. Riehlman asked, and I didn’t hear any answer to it. As 
I understand it—I may be misquoting him, but I want to know 
myself—he wanted to know in this reorganization of the entire 
Treasury Department plan, which was part of H. R. 5174 introduced 
by Mr. Hoffman in June 15, 1949, did your Bureau make a study of 
that particular plan? 
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Mr. Lawton. I couldn’t answer that. I would have to look and 
see whether we had or not. There were a number of those plans 
introduced under different bill numbers. 

Mr. Curtis. This was a bill to reorganize the entire Treasury 
Department along the lines—I might add—of the Hoover Com- 
mission recommendations. So, I think you would be familiar with it. 

Mr. Lawton. | cannot remember all of those bills. We report on 
many thousand bills a year. I don’t remember each one specifically 
by number. 

“Mr. Curtis. I appreciate that, but this is a specific subject of the 
reorganization of the Bureau of Internal Revenue, which is one of the 
parts of the Treasury, and you are here to testify on it, and there was 
a bill introduced back in June 15, 1949, which sought to do these 
very things and also to reorganize other phases of the Treasury 
Department to do an entire job. Did you make any study of that 
particular plan? That is a simple question. 

Mr. Lawron. To be just as specific in the answer to it, I don’t 
know until I check the records. If you want a specific answer, I will 
have to see specifically whether we made such a report. 

Mr. Curtis. Did you ever make an estimate of the costs involved 
in changing over to Collector of Customs and coordinating it with the 
Bureau of Internal Revenue along the lines that the Hoover Commis- 
sion recommended? 

Mr. Lawton. No; we have not. 

Mr. Curtis. That has never been done. 

I am getting around to a very general question which I asked the 
Secretary of the Treasury. Certain of the public and some of the 
press and certainly Members of the Congress—myself included—are 
becoming convinced that this was a plan that was hurriedly gotten 
together and brought before the Congress due to the scandals that 
came out in the Bureau of Internal Revenue, and it was not a well- 
thought-out plan and has not been well thought out or studied, al- 
though it has been presented to us. Your testimony leaves me more 
convinced than ever that that is actually the fact. 1 wonder if you 
would comment on that? 

Mr. Lawron. Certainly. 

I would assume that you are again confining yourself to this specific 
plan. 

Mr. Curtis. To this specific plan. 

Mr. Lawton. Which removes the collectors of internal revenue 
from their present method of appointment, abolishes those offices and 
provides for the appointment of the principal collecting officials in 
the field under civil service. 

Mr. Curtis. That is correct. 

You are familiar with the plan, are you not? 

Mr. Lawton. Yes. 

Mr. Curtis. It also includes the appointment of an Assistant Gen- 
eral Counsel and the Office of Inspector, I believe. 

Mr. Lawton. It includes the appointment of an Assistant General 
Counsel. 

Mr. Curtis. Doesn’t it-also have the appointment of an Inspector? 

Mr. Lawron. I don’t believe you will find that in the plan. It 
provides for three Assistant Commissioners. 
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Mr. Curtis. I am referring to the chart that the Secretary of the 
Treasury presented to us Friday when, I believe, he testified. Yes, 
an Assistant Commissioner of Inspection. Isn’t that a new function 
created by this proposed plan? 

Mr. Lawton. The function is not created by the plan. Three 
positions of Assistant Commissioners under civil service are in the 
plan. The question of the distribution of those functions is a matter 
of the total reorganization, and that is the reason I say it is very hard 
to differentiate this plan from the total reorganization program that 
the Secretary and the Commissioner had. 

Mr. Curtis. The point you are making is this: that this chart— 
are you familiar with this chart? 

Mr. Lawron. Yes. 

Mr. Curtis. The chart that the Secretary of the Treasury furnished 
us is his over-all plan and this plan No. 1 is simply a plan that imple- 
ments the possibility of that; is that correct? 

Mr. Lawron. It makes feasible this complete reorganization of the 
Bureau. 

Mr. Curtis. I understand that. 

On this proposed reorganization of the Secretary of the Treasury, 
has your Bureau made any estimates of economies or of costs of this 
particular proposed reorganization as opposed to the present reorgani- 
zation? 

Mr. Lawton. No specific estimate; no, sir. 

* Mr. Curtis. And would that apply to—I am directing now your 
attention to efficiencies, since I have already mentioned economies- 
have vou made any detailed studies of the efficiencies? 

Mr. Lawton. I wouldn’t say a detailed study; no, sir. We have 
made a general study, and this is in line, very definitely, with most 
standards of good organization where you get a direct line of responsi- 
bility and authority, where it is a consolidation of the authority and 
responsibility over a number of functions in the field that are now 
diversified. We believe this will give better service to the taxpayer 
and better service to the Government. 

Mr. Curtis. In other words, your answer really is that you gener- 
ally look at it and it looks good, but you have not made a detailed 
study. Am I correct? 

Mr. Lawton. That is right. Because primarily this function is 
one that rests in the Secretary of the Treasury—this function of 
making such organizational changes. 

Mr. Curtis. Now, Mr. Lawton, in your prepared statement you 
referred to a recent congressional report, as it is stated in here, and 
under Mr. Hoffman’s question we find it is a congressional report of 
March 9, 1948. I personally do not regard that as too recent, but 
I am going to ask this question and, if that is true—and apparently 
you are quoting it here, and I will assume you are endorsing it—why 
has it taken 4 years to come before the Congress with a reorganization 
plan that accomplishes that? 

Mr. Lawron. I don’t know the answer to that question. 

Mr. Curtis. Then one cther thing: Is it not true that some of these 
plans for proposed reorganization actually originate in the Bureau 
of the Budget from your suggestions to the executive departments? 

Mr. Lawton. Some do. Largely they originate in the departments. 
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Mr. Curtis. Would it be a fair statement to say that many of them 
come as the result of a sort of coordination; that is, in performing your 
function in the Bureau of the Budget and de aling with a particular 
department, you might suggest changes, and an interchange of ideas 
would be the cause of a proposed reorganization? 

Mr. Lawton. That is right. We have gone over the Hoover 
Commission recomme ndations, and have discussed a great many of 
them with the departments. We have requested the departments to 
propose to us reorganization plans or reorganization proposals. We 
have reviewed those. And the bulk of the reorganization—that is, 
the specific reorganization plans—have usually emanated in the 
departments and we have reviewed them. In some cases where 
apparently they were on the right track in line with studies of the 
Hoover Commission, we did not attempt to duplicate those studies. 

Mr. Curtis. But essentially you have, in the Bureau of the Budget, 
been quite deeply concerned and involved in these reorganization 
plans? 

Mr. Lawton. That is right. 

Mr. Curtis. It is a fair question, it seems to me, to ask you why 
since these recommendations were so good back in March 1948, 4 
years have elapsed and nothing has been done about it. You say 
you do not know the answer, but I am now asking again, in view of 
the fact that the Bureau of the Budget is directly concerned with these 
reorganization plans. 

Mr. Lawron. The bulk of the attention in the Internal Revenue in 
that period has been on procedural and internal improvements in the 
methods and operations. 

As these plans were developed and put into effect it became apparent 
that one of the major requirements for comple te ‘ly sound organization 
was to permit the operation of the Secretary’s authority which was 
granted to him under the Reorganization Plan of 1950, to permit him 
to exercise that authority to the full; that this plan 1 of 1952 furnishes 
the climate in which he can so operate. The Secretary has had this 
authority since the approval of the 1950 reorganization plan. 

Mr. Curtis. Of course, I was just directing my question to the 
Bureau of the Budget as to why the Bureau of the Budget had done 
nothing in instigating or encouraging something to be done in the 
past 4 years. 

I have one final question, and this may be outside the realm of the 
Bureau of the Budget. 

When I interrogated the Secretary of the Treasury, Mr. Snyder, he 
had previously stated that if this plan were adopted the 25 collectors 
would all have to take civil-service examinations; and, of course, the 
present collectors would be permitted to take the civil-service exami- 
nation. So, I asked him whether, as Secretary of the Treasury, he 
would recommend that those examinations be thrown wide open so 
that any citizen who thought he might be qualified for one of these 
25 positions could take the examination. 

I would like to ask you, sir, as head of the Bureau of the Budget, 
whether you would have a similar recommendation that the examina- 
tions should be open to all citizens. 

Mr. Lawron. I certainly believe in open competitive examinations; 
yes. 
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Mr. Curtis. And not confine it just to the present collectors who 
are on the jobs? 

Mr. Lawron. That is right. 

Mr. Curtis. Thank you, sir. 

The CHarrMan. Mr. Bonner. 

Mr. Bonner. Mr. Lawton, as I understand it, this plan is to bring 
about greater efficiency and such economy as can be accomplished? 

Mr. Lawron. It is a part of a total reorganization proposal that will 
do that. 

Mr. Bonner. And bring it closer to the people for better service? 

Mr. Lawton. That is correct, sir. 

Mr. Bonner. And you have studied it for that purpose? 

Mr. Lawton. We have looked at the total. 

Mr. Bonner. You recommend it for that purpose? 

Mr. Lawron. Yes. 

Mr. Bonner. You have studied it for that purpose and you recom- 
mend it for that purpose? 

Mr. Lawton. That is correct. 

Mr. Bonner. You are going to create under this plan 26 additional 
offices; are you not, or it can be? 

Mr. Lawron. There is more than that. 

Mr. Bonner. There can be 26 additional offices created? 

Mr. Lawron. Well, more than that. There are actually 99 offices 
that can be created under this plan. 

Mr. Bonner. You are going to maintain the State office as it is 
and then set up 26 area supervisory offices, as I understand it, if 1 am 
correct. 

Mr. Lawron. Why, I think asI say, Mr. Dunlap is going to explain 
this in detail, this whole question. 

Mr. Bonner. I am getting to a question. I am going to ask you 
this, because you are the Director of the Budget, and you send down 
the budget for financial reasons and you decline certain things in the 
budget. So, I am getting up to the question that I am going to ask 
you. 

You say you have studied this plan. 

Mr. Lawron. I said, “In general, yes.”’ I did not say that I studied 
every specific detail. 

Mr. Bonner. You approved the plan? 

Mr. Lawton. That is correct. 

Mr. Bonner. You approved it for efficiency and economy in the 
Government? 

Mr. Lawron. That is right. 

Mr. Bonner. Well, now, is it correct—or am I incorrect—that 
you are going to set up 26 additional offices—25 then? You are 
going to set up 25; is that correct or incorrect? 

Mr. Lawron. There are 25 new offices of district commissioners 
of interna! revenue who will have supervision over the field establish- 
ments. There will be suboffices. 

Mr. Bonner. This 99 that you mentioned, what about that—that 
is the first time I have heard that figure. 

Mr. Lawron. One Assistant General Counsel——.. 

Mr. Bonner. Well, that is up here in the agency here in Wash- 
ington. 

Mr. Lawron. Three Assistant Commissioners. 
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Mr. Bonner. I do not want to touch that. I want to stick to 
this field operation. You are going to set up 25 or 26 additional 
offices. 

Mr. Lawton. That is right. 

Mr. Bonner. And you are going to have 25 or 26 additional. 
They will be Presidential appointments, as I understand it. 

Mr. Lawron. No, sir; civil service. 

Mr. Bonner. All right. They will be civil service. All of this 
work now is being handled through the State offices and here in the 
Treasury in Washington. That is correct; is it not? 

Mr. Lawton. The work of collection, yes; it is being handled 
through the collectors’ offices. 

Mr. Bonner. Handled through the State offices and here in the 
office at Washington. 

Now, I will ask you this—you have studied the bill: How many 
people will it move out of Washington, civil-service employees, to 
man these 26 offices, or are they going to restaff these 26 offices with 
new people? 

Mr. Lawton. That will depend on the personnel who qualify 
for this under the examination for these positigns. 

Mr. Bonner. You are not then going to reduce the Treasury 
Department here in Washington—these people that are carrying on 
these functions now—you are not going to reduce them at all and 
put them in the field; are you? 

Mr. Lawton. Under this plan? 

Mr. Bonner. Yes. 

Mr. Lawton. This plan does not provide for anything of that sort— 
not this plan. 

Mr. Bonner. You studied it, and vour responsibility is for efficiency 
and good management and economy in the Government. You have 
studied it and you have approved it. 

Now, then, did you not look into whether this is going to increase 
the employment in the Treasury Department and put people in the 
field doing the same job that people are designated here in Washington 
to do? I just ask you how many people vou are going to move out 
of the Treasury Department to man the field offices since you studied 
the bill and your staff. That is a fair question to ask. 

Mr. Lawton. Well, are you asking whether any people presently 
employed in the Treasury Department will be appointed to these 
positions, or do you mean is there an actual— 

Mr. Bonner. To fill these 26 offices. Certainly, if the duties are 
going to be carried on in the field, they will not be needed here in 
Washington. 

Mr. Lawton. Well, not necessarily. Some people in the field may 
be appointed to these offices. 

Mr. Bonner. What are you going to do with the people up here in 
the Treasury Department who are now carrying out these functions? 

Mr. Lawron. If there is a transfer of specific functions to people in 
the field, then those people would either be transferred to positions in 
the field or they would be separated. 

Mr. Bonner. It has been my general observation that reorganiza- 
tion plans did not bring about much economy. I am pretty well sold 
on putting this service out where the people can get to it—I am pretty 
well sold on that—but these 26 offices that will be created, I am just 
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wondering now whether that means the staffing of 26 offices by clerks 
and examiners and accountants and so forth who are already here in the 
Treasury Department doing the identical job today and that the work 
will not come in here, so we have been told—it will be handled in the 
field—so in your position, you tell the Congress what we can do—you 
know about legislation down here and whether or not Congress can 
appropriate and whether Congress can do this or not, that or not—| 
wondered if you, so interested in all of these things, had studied this 
as to whether it will bring about economy or whether we will need 
these same people up here in the Treasury ‘Department and hire some 
new people in the field and then the people in the Treasury will just 
twiddle their thumbs. 

Mr. Lawron. Well, in the first part of that——— 

Mr. Bonner. That is a fair question to ask you, if you studied this 
proposal. 

Mr. Lawron. I disagree with the first part that I tell Congress what 
it can or cannot do. 

Mr. Bonner. Pretty much so—you do that pretty much—your 
office does, with respect to appropriations down here, if you go before 
the Appropriation Committee you will find that out. I have found 
it out. 

Mr. Lawron. We have not, as I stated before, gone into all of the 
specific details of this plan. 

Mr. Bonner. You come here recommending it, though. 

Mr. Lawton. Yes. 

Mr. Bonner. And I am interested in trying to bring about efficiency 
and economy, but I am not so interested in this continual expansion of 
waste in many cases that I have observed. You are sort of the 
guardian of the pocketbook—you and the Treasury together. So | 
would have thought that you would have looked into that or your 
staff would have looked into it. 

Mr. Lawton. This plan—— 

Mr. Bonner. I am just talking about these 26 offices now, how 
much you are going to reduce the personnel in the Treasury Depart- 
ment here in Washington when you establish these 26 offices. 

That is a fair question to ask of anybody who studied the plan and 
approves the plan. 

Mr. Lawton. I do not know how much the offices of the Bureau of 
Internal Revenue in the city of Washington will be reduced by the 
establishment of these 25 offices. 

Mr. Bonner. Would you think that they could be notably reduced 
if the work is going to be done in the field? 

Mr. Lawton. The bulk of the work of the Bureau of Internal 
Revenue is done in the field now. 

Mr. Bonner. Well, then, what is the use of creating 26 new 
additional offices? 

Mr. Lawron. It is to provide a better control, a better operation 
in the field than presently exists. 

Mr. Bonner. I understand. 

Mr. Lawron. It permits one place in the field. 

Mr. Bonner. The field can adjust up to a certain amount, then 
it must come to Washington if there is a controversy in the tax; that 
is correct, is it not? 

Mr. Lawron. I think that is so in some cases. 
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Mr. Bonner. Then as I understand, it is going to be possible to 
adjust in any one of these 26 offices—the jurisdiction of the office— 
they will not have to come to Washington for adjustment, is that 
correct or incorrect? 

Mr. Lawton. I think that more work will be done in the field and 
there will be more authority in the field; yes, sir. 

Mr. Bonner. So then I ask you what would be the estimated 
reduction of personnel? 

Mr. Lawton. I do not have such an estimate. 

Mr. Bonner. You and your staff reviewed this for approval— 
vou did not go into that at all? 

’ Mr. Lawron. No, sir. 

Mr. Hourrretp. Will you yield on that point? 

Mr. Bonner. Yes. 

Mr. Hourrretp. Is the gentleman through with his line of 
questioning? 

Mr. Bonner. I would like to get an answer to that, because we 
keep building up this thing in the District of Columbia and we keep 
putting out these field offices, and I see no reduction around here. 

Mr. Hourrretp. I would like to ask a question along that line, so 
long as the gentleman has yielded. Out of 57,000 individuals now 
in the employ of the Internal Revenue, 52,000 are in the field at the 
present time, is that not right? That is, in round numbers. 

Mr. Lawton. About that, I think. 

Mr. Houtrietp. It would be reasonable to expect that if there is 
administrative coordination in Washington, and that function of the 
administrative coordination is transferred to not over 25 regional 
offices, that the personnel would be transferred there or at least given 
an opportunity to compete for the civil service jobs in that area, and 
all other people, as I understand it, are given a right to compete on 
the civil service examination for these 25 jobs, is that not right? 

Mr. Lawron. I have not seen the actual examination. I would 
assume that would be true. 

Mr. Houirievp. It is under civil service—you know if it is, they 
are bound to be given the right. Anyone can take a civil service 
examination. 

Mr. Lawron. No, you have to have—— 

Mr. Bonner. They are not new jobs. They are going to do in 
the field the work that is done up here now to a certain extent. 

Mr. Houirievtp. The thing that I am trying to establish is that part 
of the function which is done in Washington at this time will be done 
in these regional offices. The advantage will be that the regional 
office will be a place to coordinate the seven different functions in the 
field area. In place of each one of them having to go direct to their 
superior in Washington, they can go to the district commissioner, get 
their answer to their problem there, is that not right? 

Mr. Lawron. That is the general purpose. 

Mr. Houirietp. At the present time each one of those seven dif- 
ferent functions—— 

Mr. Bonner. Let me just say this, I was just trying to ascer- 
tain —— 

Mr. Hourrietp. That is what I am trying to do. 

Mr. Bonner. To get it on the record. 

The CuarrMan. Will you yield to me? 
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Mr. Bonner. It was a fair question to ask. 


Mr. Houirie.p. I am trying to get the same information in a dif- 


ferent way. If the gentleman objects to my line of questioning I will 
desist. 

Mr. Bonner. When the Bureau of the Budget comes here and they 
say they have studied the proposal and they endorse the prpoosal and 
they come up to testify, I feel like I have a right to ask the witness 
who has said he studied this question, if he can answer, and if he 
cannot answer it, that is all right. 

Mr. Lanrarr. Will you yield? 

Mr. Bonner. Let Mr. Holifield finish his questioning. 

Mr. Houtrrievp. | certainly was trying to ascertain the same infor- 
mation that the gentleman was. And my line of questioning was not 
in an antagonistic way to what you were asking. I was trying to 
bring out the logical function of this district office which would be 
doing the same thing that certain people do in Washington at this 
time. It is obvious if the function is transferred to_the district office 
the personnel would either have to be transferred or be set up in the 
district office to do that function which is now done in Washington. 

It is a shifting of functions and a reorganization. It is not an adding 
of additional duties. 

Any reorganization plan must be a regrouping of functions and a 
structural realinement. It may be transferring to one man a duty 
which another man has had in the department, but it is not an adding 
of functions. 

Therefore, my point is that your district office would be a place 
where services which are now done in Washington would be done in 
the field. And the President said so in his message, and the plan 
Says so. 

So it is reasonable to expect that there would not be an over-all 
increase outside of possibly the 25 individual commissioners who may 
or may not be transferred from Washington to do the job. Men are 
now doing that job, are they not? 

Mr. Lawron. Certainly. 

Mr. Houirievp. So if the function is transferred to the field it is 
evident that either the same men or some other men would take their 
place in the field office, is that not true? That would not necessarily 
indicate an over-all increase in personnel. 

Mr. Lawton. Well, I do not believe there will be any increase in 
personnel. 

Mr. Houirrevp. I think that is what the gentleman was trying to 
find out. 

Mr. Lawron. The question the gentleman asked me was what were 
the specific savings. 

Mr. Bonner. Transferred from the Treasury Department, the 
Internal Revenue here in Washington, to these field offices is what I 
asked about. That is reasonable to ask. If this proposal is made, 
the answer should be available. 

Mr, Lawron. As I said, I do not know the answer. 

Mr. Bonner. That is a fair answer to give me, sir, then, but I 
thought you said you and your staff had studied it. If 1 was in that 
position I would have certainly looked into this one item myself, 
thinking that it was my responsibility to guard the finances of the 
Nation. 
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The Cuarrman. Mrs. Church. 

Mrs. Cuurcu. I have two questions, Mr. Lawton. One rather 
technical and one general, which is more important. 

Mr. Bonner. Just for a minute. Mr. Lantaff asked me to yield 
on a point. 

Mr. Lantarr. I will wait until later. 

Mrs. Cuurcu. I would be happy to yield to Mr. Lantaff. 

Mr. Lantarr. Thank you, Mrs. Church, not at this point. 

Mrs. Cuurcn. J think I was saying that I am particularly inter- 
ested in the timing of the presentation of this plan. I happen to be 
one of the Members of the Congress and one of the members of this 
committee most vitally concerned in the successful presentation and 
adoption of the Hoover Commission plans. 

If I might say parenthetically, I think it is shocking that we have not 
given more consideration up to this time to the plans presented last 
year. 

However, I notice on page 5 of your testimony, in the second sen- 
tence, that you say: 

Hence, beginning with plan No. 26 of 1950 which equipped the Secretary of 
the Treasury with the authority to undertake such a fundamental reorganization 
he has been developing a plan to thoroughly modernize the structure of the 
Bureau. 

Can you tell us how far that plan has advanced? 

Mr. Lawron. Well, I think it has advanced to quite anextent. It 
is the plan that Mr. Dunlap is going to discuss with you in detail this 
morning. 

Mrs. Cuurcu. Mr. Lawton, am I safe in assuming that the adop- 
tion of plan 1, if adopted, would not delay or postpone the succe ssful 
completion of the plans for the reorganization of the rest of the Bureau? 

Mr. Lawton. The adoption of plan 1 would not delay it. It would 
implement it. 

Mrs. Cuurcu. Well, as I understand it, Mr. Lawton, it is your con- 
tention that plan 1 must be adopted first rather than simultaneously 
with other provisions of the plan. 

Mr. Lawron. Plan 1 sets a framework in which the general reor- 
ganization of the Bureau can operate most effectively. 

Mrs. Cuurcn. Is it necessary to accept plan 1 before that frame- 
work can be set up or considered ; in other words, could plans for both 
be introduced simultaneously? 

Mr. Lawron. The reorganization can take place under the plan 
that they have now when the collectors’ offices are abolished and when 
there is more freedom of action on the part of the Secretary and the 
Commissioner to allocate functions. 

Mrs. Cuurcu. You would feel then that the possible acceptance 
of plan 1 would not necessarily be followed by a relaxation of interest 
in or completion of the further plans for modernizing the department? 

Mr. Lawton. Definitely not. 

Mrs. Cuurcu. You could offer no guaranty, of course, on that 
point? 

Mr. Lawron. No, but I certainly believe that the Secretary 
expressed his feelings with respect to the subject. ‘The Commissioner 
has indicated or will indicate his plans. I am sure that the President 
has indicated in his message that he intends to proceed with it. 
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Mrs. Cuurcu. I am only stirred to a certain amount of appre- 
hension by the comment previously made that it has taken 4 years to 
labor and bring forth even this part of the plan. I certainly would 
hope there would be no further delay or, shall we say, no proportionate 
delay, in completing the larger plan if plan 1 is adopted. 

Now for my second question, which deals with the general principl: 
of ethics in Government and which you discussed briefly this morning 

I note that the President’s message in presenting this plan to the 
Congress points out very definitely that the purpose is not only to 
increase the efficiency of the operations of the Bureau, but also to 
provide better machinery for assuring honesty in administration of 
the internal revenue law. 

From the testimony this morning you are in agreement with my 
own contention that you cannot legislate morality. I believe that 
you spoke of the fact that the bill would produce a climate that would 
be—shall we say—salubrious for proper execution of public trust, 

As a byproduct of these hearings, in the discussion with the Secre- 
tary of the Treasury the other day, I raised a question as to the wisdom 
of a policy of allowing public officials who betray that trust to resign 
under charges. 

Can you, as Director of the Budget, and with your wide knowledge 
of Government operation, tell me whether it is a general policy of the 
Government to let people who have betrayed their trust and who are 
subject to charge, escape prosecution by resigning? 

Is that a general policy of Government? 

Mr. Lawron. Not that I have heard of; no. 

Mrs. Cuurcn. Do you feel that it is even an honest administration 
of the superior’s trust if he permits a man who should have charges 
preferred against him to resign? 

Mr. Lawton. If the man could be prosecuted and convicted I 
certainly think you ought to proceed along that line. 

Mrs. Cuurcu. Well, following that point through, do you feel that 
many are allowed to resign under charges where the charges could not 
be proved? 

Mr. Lawton. I do not know. 

Mrs. Cuurcu. Of course, a resignation under such circumstances 
would be a tacit admission of the charge. 

Mr. Lawron. Not necessarily. 

Mrs. Cuurca. Well, my conclusion is—for I would disagree with 
your comment that a resignation would be the better part of wisdom, 
if not of valor, if a man resigned under changes—but my second 
question is—under civil service—is it permissible for a man to resign 
under charges? 

Mr. Lawton. To be dismissed? 

Mrs. Cuurcn. Under charges. Do civil-service regulations enter 
at all into the question of whether a man may be allowed to resign 
under charges? 

Mr. Lawron. I would be afraid to answer that in detail. Civil- 
service regulations are a book about that thick [indicating]. 

Mrs. Cuurcn. Do you happen to know whether if a man resigns 
under charges from one department he is free under present cireum- 
stances to be taken on by another department? 

Mr. Lawton. I do not know. I would certainly question the 
desirability of doing it on the part of the new appointing officer. 








Pietra tlio SSE eM 
a 


fF wafers Palaudges- 


peda Bi 


<a 


al 


ee - 








REORGANIZATION PLAN NO. 1 OF 1952 93 


Mrs. Cuurcn. I am happy to have you say that, sir. 

Going back to the plan under consideration, do you honestly feel 
that this plan does establish better grounds for honest administra- 
tion, if the administrator himself is not basically honest? 

Mr. Lawron. Applying it to any one individual, the obvious 
lanswer to that is, “No.” You cannot make a man honest by 
legislation. 

Applied to the total product I think that this plan would provide 
for a better climate. It would have people who are in here on a 
Scareer basis and who may think more of their career than if they were 
Fonly in for a relatively short term. 

Mrs. Cuurcn. Going back to my primary question, would it be 
Spossible for you as Director of the Budget to obtain a list of public 
lofficials who have been allowed to resign under fire—not necessarily 
‘the names, because I understand it is the mistaken policy of Govern- 
Sment to protect the reputations of those who have been, at least, 
; jadjudged dishonest. 

Mr. Lawton. I think that is a question that you will have to ask 
Bthe appointing officer in each department. They might tell me it 
}was none of my business. 
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> \Mrs. Cuurcn. I have a feeling that you would get the answer more 


Bquie ‘kly than a Member of Congress. 

Thank you. 
| The Caarrman. Mr. McCormack. 

» Mr. McCormack. I have just arrived. I would rather go along. 
The Cuarrman. Mr. Meader. 

Mr. Meaper. Mr. Lawton, I am interested in the placing of these 
Hpositions under civil service. 

| Would the examining procedure be any different in respect to these 
mew offices in the Bureau of Internal Revenue than it is now with 
trespect to the Post Office Department? 

Mr. Lawton. That y a question you would have to ask the Civil 
Service Commission. I do not know. I have not seen their proposal 
for these examinations. 

The Cuarrman. The Commissioner will be a witness. 

Mr. Lawton. It certainly will not require Senate confirmation. 
}Postmasters in the first three classes do. 

Mr. Meaper. I will hold my question. 

The CHatrrMAN. Mr. Burnside. 

Mr. Burnsipe. Mr. Lawton, the Civil Service will set up, I judge, 
special qualifications for these positions, will it not? 

Mr. Lawton. I would assume that they would set qualifications 
that would fit the responsibilities of the various jobs. 

\(r. Burnsipe. If a person was appointed to those jobs then from a 
ipolitical standpoint those qualifications 1 judge have not been set 
sup in the past—have not been set up on the same basis like Civil 
Service would establish? 

Mr. Lawton. They probably have been set up for the classification 
act purposes, but not for initial entrance. 

Mr. Burnsipr. Not for initial entrance. That is all. 

The CHarrMaAn. Mr. McVey. 

Mr. MeVey. Mr. Lawton, as I understand this plan there will be 
»)4 offices abolished, is that true? 
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Mr. Lawton. There are 64 collectors’ offices abolished, yes. There 
are other offices, too. 

Mr. McVey. In this plan itself it creates 99 new offices, does it not? 

Mr. Lawton. It provides for the creation of up to 99, yes. 

Mr. McVey. Well, then, from the standpoint of economy and 
viewing this from the administrative angle, it is really more expensive 
than the plan we have, is it not? That is, the administration of this 
plan is more expensive. 

Mr. Lawton. No, I would not say that. 

Mr. McVey. You do not say that, but you have said that we will 
have not more than 98 new offices created and we are giving up only 64 

Mr. Lawron. Now, I think you have to understand that these 
offices, the new offices that may be created, may be offices that are 
now existing or consolidations of offices that now exist. They are 
not necessarily new. They are new in the sense that they are created 
in this plan with the provision or the compensation that is involved in 
the plan. 

Mr. McVey. Well, then, in your statement you say 

Mr. Lawron. They are not necessarily additional, I mean, even 
though they are new. 

Mr. McVey. You do not even have the titles for those offices yet. 

Mr. Lawron. That is correct. 

Mr. McVey. So would they not be new offices, 70 appointees? 

Mr..Lawton. They are new, yes. As I say, they are not necessarily 
additional. 

Mr. McVey. Do you have any idea what officials these offices will 
replace, if they are not new offices—they will replace other officials? 

Mr. Lawron. There may be offices that will be under a district 
commissioner that would take care of the enforcement functions, the 
appellate functions and other things that are now scattered elsewhere. 

Mr. McCormack. Speak up louder, Mr. Lawton. It is difficult to 
hear you. 

Mr. Lawton. I think the Commissioner can explain exactly what 
this plan contemplates with respect to these offices. 

Mr. McVey. Lama little bit confused about the fact that we are to 
have 98 new offices and we are giving up only 64. It seems to me that 
the administrative personnel is being increased, but you may have som: 
plan which changes that picture somewhat. 

I would like to go back to Mr. Bonner’s question. I think he asked 
a question that should receive an answer from someone, because tli 
Secretary did say in his statement last Friday that it was the plan to 
move from Washington to the field many supervisory and operational 
functions of the revenue service. These functions will be performed 
in the geographical districts. 

Then he said: 

Let me emphasize that the purpose is to bring to the field many supervisor 
and operating functions now performed at Washington headquarters. 

The CHatrMAN. May I state to the Congressman that Mr. Dunlaj 
who is the Commissioner, who has the chart of these plans and knows 
every operation and every employee, not personally but what thei 
duties are, he can answer that question and will answer that question 
for you. 
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Mr. MeVey. I am willing to withhold the answer if Mr. Bonner is, 
but I wanted to refer to what the Secretary had said in his report last 
week, 

The CHarrMan. We are all eager to have that answer, I am sure, 
and | am sure Mr. Dunlap will answer us. 

The Cuarrman. Mr. Dunlap, who is in charge of the Bureau 
operation, who is the father and author of this plan, and who has been 
studying it, will take the stand next. I am assured that he can 
answer any question relative to his activity. 

Mr. McVey. I think I have finished. 

Mr. Lanvarr. In reference to the question Mr. Bonner asked, | 
am rather shocked that we are asked to approve a plan which is to 
reorganize a department of our Government in order to achieve 
efficiency and economy, when we do not have the slightest idea of 
whether it is going to achieve any economy. Since this is within the 
purview of the duties of the Director of the Budget, I would like to 
request that the Director of the Budget give us an estimate of the cost 
of operating the Bureau under this reorganization as compared with 
the present cost of operating the department. 

[am in sympathy with the reorganization of the Bureau, but I do 
not think it is fair to ask this committee to buy something when we do 
not know what we are buying. 

The CHarrMan. May I ask the Director of Bureau of the Budget, 
if it is possible to make such an estimate, that you give it to us? 

Mr. Lawron. If it is possible, we will give you an estimate. 

(The information requested follows:) 


STATEMENT SUBMITTED BY FrRepERICK J. LaAawron, Director, BUREAU OF THE 
S3UDGET 


I hope that the committee may find useful the following statement on savings 
to be realized from the taking effect of Reorganization Plan No. 1 of 1952 

‘here have been discussed before the committee two steys in the comprehensive 
reorganization of the Bureau of Internal Revenue. The first necessary and key 
step is embodied in the President’s Reorganization Plan No. 1 of 1952. This is, 
generally speaking, the abolition of the offices of collector, deputy collector, and 
certain other non-civil-service officials in the Bureau and the establishment of 
certain necessary new Offices for the Bureau under the civil service. The second 
step is the institution of the deteiled pettern of organization which tlhe Secretary 
of the Tressury intends to establish, utilizing bis authority uncer Reorganizetion 
Plan No. 26 of 1950, Reorganization Plan No. 1 of 1952, and such other authority 
of the Secretary as may be necessary. The intended pattern of organization of 
the Bureau has been discussed in some detail by the Commissioner of Internal 
Revenue. In my testimony I attempted to limit my discussion to the provisions 
of the President’s Reorganization Plan No. 1, which is before your committee. 
In discussing savings, it is important that the distinction between Reorganization 
Plan No. 1 and the administrative reorganization be kept in mind 

Principal savings to result from the taking effect of Reorganization Plan No. | 
of 1952 do not lie in the reorganizations provided for in plan No. 1 itself, but lie 
in the administrative phase following adoption of plan No. 1. The importance 
of plan No. 1 is that it is necessary in order to make way for the administrative 
reorganization of the Bureau and thus permit the substantial savings, the im- 
proved public service, and the more efficient collection of revenue which the 
administrative reorganization may bring about. Without Reorganization Plan 
No. 1 the administrative reorganization is virtually impossible 

It may be well to quote the President’s transmittal message on this question: 

‘The taking effect of the reorganizations provided for in Reorganization Plan 
No. 1 of 1952 will make possible many benefits in improved organization and 
operations which may be expected to produce substantial savings in future years. 
Those savings should not be expected to be reflected in an immediate reduction 
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in expenditure by the Bureau of Internal Revenue but in an improved service to 
the public and a more efficient collection of revenue.”’ 

The Commissioner of Internal Revenue has ably presented to the committe: 
the plans of the Department of the Treasury to reorganize the Bureau adminis- 
tratively. The review of these plans by myself and Budget Bureau staff over the 
past months has convinced us that they offer many opportunities for substantia] 
economies. These plans apply the important principles of good administratio; 
as we have come to recognize them. The Commissioner has stated, and we concur 
with him, that it is impractical at this time to enumerate in detail any specifi 
dollar amount of economies that can be achieved. We do know, however, that 
the administrative reorganization can be expected to provide opportunity for 
substantial economies. These should come about in the eventual reduction 
costs of rent, travel allowances, telephone, personnel services to be supplanted | 
mechanical operations, and the like. They should also be reflected in greate: 
service to the taxpaying public and in the more effective collection of revenue 

I believe the committee can appreciate the great difficulty in attaching a sing| 
specific dollar amount of saving to be realized from Reorganization Plan No. | 
of 1952. I further believe that the Congress does not want any statements of 
savings which would be inaccurately arrived at or misleading, or both. It is 
preferable to state frankly that the savings to be realized cannot be reliably 
estimated in detail. 

Apart from the question of savings both in Reorganization Plan No. 1 and 
those possible under the ensuing administrative reorganization of the Bureau, the 
collection of revenue during the next year is expected to require an enlargement 
of the revenue service, estimated at about 7,400 additional positions for the fisca! 
year 1953. This enlargement is due to such factors as the increased workload of 
the Bureau, the administration of the new wagering tax, and intensified racketeer- 
ing investigation work. This increase is necessary whether or not the Bureau be 
reorganized. 

The CuarrMan. Is there any other question? 

Mr. Lanrarr. Can that estimate be supplied prior to the time 
that we have to take action on this? 

The C i. We thank y ery sh if tl : her 

1€@ CHAIRMAN. e thank you very much U there are no othe! 
questions. 

Our next witness will be Mr. Dunlap, Commissioner of Internal 
Revenue. 

Will you state to the committee your qualifications, how long you 
have served as Commissioner, your experience, and so forth, in your 
statement? 

Mr. Dunuap. Mr. Chairman, may I first introduce the people 
with me? 

Over here I have Mr. William Parsons, who is the administrativ: 
assistant of the Secretary of the Treasury; and Mr. Sugarman, the 
assistant head of cur management staff; Mr. Winkle, Assistant Com- 
missioner for Operations; and Dr. Atkeson, the head of our manage- 
ment staff. 

As to your question, Mr. Chairman, I was appointed a deputy 
collector 18% years ago. I have served as assistant chief field deputy, 
chief field deputy, collector of internal revenue, and internal revenu 
agent in charge, chief of the special racket drive, and from there on 
into the Commissioner’s office. 

Mr. McCormack. Might I not ask if you were not on military 
leave during the war? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. Will you give us your other background fron 
that angle—your military background? I think it all is a part of a 
broad picture. 

Mr. Dunuap. I enlisted in the Texas National Guard in 1923 as a 
private. I held every rank up to major at the time of inductio! 
which was in November of 1940. 
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At that time I was a commander of a squadron of horse cavalry. 
Shortly thereafter I was promoted to lieutenant colonel, as regi- 
mental executive. I commanded the regiment for a short time, and 
then was promoted to colonel as brigade executive and went from 
there to chief of staff of a horse cavalry division, and from there to 
the Pacific area as a G-—3 of the Alaskan-Aleutian command. After 
which, of course, after the end of the war I returned to the Internal 
Revenue service. 

Mr. McCormack. What was your last rank? 

Mr. Dunuap. Brigadier ge »neral. 

The Cuarrman. You may proceed, Mr. Dunlap. 


STATEMENT OF JOHN B. DUNLAP, COMMISSIONER OF INTERNAL 
REVENUE; ACCOMPANIED BY WILLIAM W. PARSONS, ADMIN- 
ISTRATIVE ASSISTANT TO THE SECRETARY OF THE TREASURY; 
N. A. SUGARMAN, ASSISTANT HEAD OF MANAGEMENT STAFF; 
J. F. WINKLE, ASSISTANT COMMISSIONER FOR OPERATIONS; 
AND DR. T. C. ATKESON, HEAD, MANAGEMENT STAFF 


Mr. Dunuap. Mr. Chairman, I do not have any prepared state- 
ment, because I felt I could talk to you better from the detailed charts 
that we have brought with us and which L feel will answer most of the 
questions I have heard here in the past 2 days. 

There is one thing I would like to emphasize as we go along. 

The first is that, in my opinion, from the developme nt of this plan 
it provides far better and less annoying service to our taxpayers at the 
local level than we can possibly render under our present situation. 

It provides tighter control all the way down the line from a manage- 
ment standpoint. 

It provides enormous possibilities for economies in the service, and 
it provides a tighter control over the conduct of our personnel 
throughout. 

The entire plan is a simple one. It is far simpler than the method 
under which we now operate. And I know that from experience as a 
collector and internal revenue agent in charge in the many complica- 
tions that we encounter under our present plan. 

There is one misconception, apparently, that is in the committee’s 
mind that I would like to straighten out right now. 

There are not 25 new offices. There are not 70 new offices. That 
terminology is necessary in the plan for legal purposes on setting their 
compensation under civil service laws. 

These 25 offices mentioned and the 70 offices mentioned are 
merely the replacement and consolidated offices representing at this 
time almost 200 field offices when we wind up. Instead of hav ing 200 
field offices, we would have up to 25 district offices and up to 70 State 
and division offices. 

So we are replacing a much larger number of field offices with a 
considerably lower number of operating offices. 

This first chart I have here is a very simplified thing. I do not want 
to talk too much about it, because I have detailed charts of each 
segment as we go through, which will show in more detail what we 
mean. 

(Chart 2 above referred to appears on p. 98.) 
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Mr. Dunuap. This chart merely shows the Commissioner’s level, 
that is, our office here in Washington. 

I would like at this point merely to confine my remarks to a state- 
ment that no duties will be performed in Washington except those 
that must be performed on a Nation-wide scale; no detailed operations, 
just things that must be done on a Nation-wide scale to insure that 
all of our offices over the country are enforcing the tax laws on a uni- 
form basis. 

This is our main operating level, the new office of District Com- 
missioner, one of the 25 mentioned in the plan. 

[ would like to emphasize that it is not a new office except in termi- 
nology. It is a consolidation of the functions now performed by 
internal revenue agents in charge, what you know as the technical 
staff which we call the appellate staff in recent weeks, the Alcohol 
Tax Unit people, the various administrative services, personnel, 
budget control, all of those matters, and the drudgery task now 
performed in various scattered field offices. 

It is a consolidated office wherein all of those persons are consoli- 
dated. The same function is now performed by many different offices 
which will be placed into one office. 

From here on down are what you generally know now as the offices 
of the director of internal revenue stripped of its drudgery functions, 
and with the added facilities so that we can provide that a taxpayer 
will be examined only once during the vear, where the possibility now 
is that he might be examined six times by different types of agents. 

You know it is possible to be examined for income tax, then for 
withholding, then for social security, then for excise tax. All of that 
will be done in one examination under this plan. 

So this is the office which replaces the local office which you now 
know as the collector of internal revenue and added into it the other 
little local offices in each area, such as the branch offices of the agents 
in charge, the special agent in charge, and people of that kind. 

What I want to emphasize is the line of direct control which the 
Commissioner does not now have. He just does not have it. 

There are over 200 field offices reporting directly to the Commis- 
sioner now through the various assistants. Under this plan there 
would be only 25 people reporting directly to the Commissioner, the 
head of this consolidated office. 

The head of this consolidated office supervises the operations of the 
various deputy district commissioners within his area. So he is 
responsible for the entire operation below this line, and the Commis- 
sioner deals only with one man, one operating man at this level. 

The Commissioner also deals with the inspection service which is 
entirely separate from the management control line. 

On this chart is the only place that vou see the full line of the new 
inspection service. There again I would like to tell vou that that is 
a consolidation of existing functions. 

(Chart 3 above referred to appears on p. 100.) 
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Mr. Dunvap. Under our present plan of operations, the Deputy 
Commissioner of Accounts and Collections, who supervises that, who 
has supervisors of accounts, and commissioners who are more or 
less along the line of bank examiners, checks his own offices, examines 
his own offices. 

The same thing is true of the Deputy in Charge of Income Tax, the 
Deputy Commissioner of Miscellaneous Excises. The same is true 
of the Alcohol Tax Unit, the appellate sections—all of them check 
themselves. That is under our present operation. 

Those well-qualified people who are now doing that exami iation 
work under separate organizations will be consolidated into one 
inspection service and throughout that inspection service is absolutely 
independent of any other office. It reports only to the Commissioner 

They will do such things as examining the financie! accounts, seeing 
that each office is operated in accordance with the laws and instruc- 
tions, seeing that our personnel is examined both before they are em- 
ployed and “after they are employed to insure correct conduct. 

They can go into any office. These guided lines with the arrows 
mean that they go into those offices for those purposes, so that you 
have instead of a scattered inspection service wherein the seven differ- 
ent divisions of the Bureau now inspect themselves, one agency that 
inspects them for the Commissioner and enables him to know that 
these offices are properly operated, that they have proper people in 
them, that they are properly conducting themselves. 

So with that short explanation, | would like to go then to a more 
detailed chart of the Bureau itself. 1 am not attempting to go into 
too much detail, because I think your questions will probably bring 
those details out. I will explain briefly the operations. 

(Chart 4 above referred to appears on p. 102.) 

Mr. Dunutap. This is the work that will be done in Washington. 
On the Washington level you would have, of course, the Commissioner 
of Internal Revenue, and, briefly stated, his job is to run the internal 
revenue service and know everything there is to know about it and 
see that it operates properly. 

It is my opinion that he should not be a civil service employee be- 
cause it is a policy-forming office. It is the only policy-forming office 
in the Bureau, and that is the reason, of course, that it is not recom- 
mended that it come within the civil service provisions of our laws. 

Everybody else in here, though, would be a civil service employee. 

Under this Washington set-up you would have, first, vour Assistant 
Commissioner of Inspection. That is the man who heads up the 
inspection service that I mentioned and described. 

He would have his staff assistants, planning and programing, analy- 
sis and appraisal, personnel evaluation, review and liaison—a small 
zroup in Washington that plans his work, plans where he is going to 
inspect next, appraises the inspection reports after they come in, and 
determiines what should be done about them, investigates his people 
before they are hired and checks on their conduct after they are work- 
ing, and people who review all of the findings of those various groups, 
to insure that proper action is had. 

Liaison, of course, speaks for itself. That is how he keeps in touch 
with his field offices. 

You have then the Assistant Commissioner of Operations. It will 
he his job to operate the field offices. 
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He will have staff assistants specializing in collection, enforcement, 
appellate, and administration functions. 

Those people will make studies constantly of how to improve those 
various fields and will see that those fields are properly executed down 
in the divisions below. 

They are staff assistants provided to make it possible for this man 
to perform his duties. 

On this side you have the Assistant Commissioner, Technical, and 
he performs other functions which can only be performed in Wash- 
ington; for instance, legislative and research group. That is self- 
explanatory. 

That is where the people are found who analyze and make the rec- 
ommendations on bills that you people send down to us and want 
recommendations on. It is where we study our whole legislative 
recommendations to you and make the necessary search to reach the 
answers. 

Rulings and technical review. It will still be necessary for us to 
make rulings in Washington. We could not have 25 policies on that, 
ruling as to whether an organization is properly exempt under certain 
sections of the law. That should be made on a Nation-wide basis. 
Taxpayer rulings on complex questions should be made here and not 
in 25 different places. 

That staff is provided in order to perform those Nation-wide 
services on this level. 

The Chief Counsel! is the lawyer for the Commissioner, just as he 
now is. He is the man upon whom the Commissioner leans and 
depends for his legal advice and the other legal work which must be 
done in the Bureau. 

Now we come down to the district commissioner's offic e. 

(Chart 5 above referred to appears on p. 104. 

Mr. Dunuiap. To my mind that is a vital operating office. - It is 
not a layer superimposed. It is a consolidated office designed for 
that purpose which will enable us to give better service throughout 
to the entire tax field. There are not to exceed 25 district com- 
missioners. 

He will have a legal staff on his level which will enable him to 
answer and handle legal matters pertinent to his rank in the picture. 

Over here somewhere in the vicinity will be a chief inspector under 
that inspection service who will check his offices and all of the other 
offices growing out of that area. 

Under him he will have an assistant district commissioner, collec- 
tion division. ‘That is an operating officer. 

It is not practicable for the mternal revenue service right now to 
adopt on account of their costs the most modern accounting pro- 
cedures possible for us to use. We can do it in our larger offices 
because the volume is such that it justifies it. The costs per return 
is What we have to watch. In other parts of the country where we 
have small offices with small volumes, you cannot justify that type 
of expense SO the drudgery work of hand and ie hank al operations 
is done here. 

The field offices below send that work in where the mechanical 
work is performed on a consolidated basis It is contemplated that 
no office will be set up except where the volume of returns would 
justify centralization, and there is a big field of economy right there. 
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That is a tremendous one. It is impossible to estimate, in my 
opinion, how much savings could be realized by taking small hand 
operations and throwing them into a central machine operation, 
but it is possible, and that is what will be done here, returns processing 
and accounting branch. 

You have an assistant district commissioner of enforcement, and 
here is where your consolidations come. Under him you have a 
delinquent collections and returns branch. You have an audit 
branch, a correspondence audit branch which merely writes the tax- 
payer about mechanical errors found in this mechanical process 
That is all they do. It is a mechanical thing. 

And you have a special investigations branch. The special in- 
vestigations branch is the branch which now is known as our special 
agents in charge, our Alcohol Tax Unit supervisors and people like 
that who do specialized investigative work. 

This is a staff operation, supervisors of similar set-ups in the lower 
echelons, and to which appeals, informal appeals, could come and 
where final settlements and recommendations are made in some cases. 
For instance, in the fraud section. I will go into that in more detail 
in a minute. 

You have an assistant district commissioner, appellate. Now that 
replaces our present technical offices that were known as technical 
staff offices and now known as appellate divisions. That replaces 
those offices. 

It will have two subdivisions in it, one the conference branch where 
the taxpayers and their attorneys hold their conferences on disputed 
questions on tax matters, and either come to an agreement or do not. 
You have there the trial branch where if the taxpayer cannot make a 
settlement he goes and appeals to the Tax Court. These are the 
attorneys that handle that type of business, just as it is now done in 
separate offices. 

You have the assistant district commissioner, administrative. 
That is more or less self-explanatory. Within that would be a sec- 
tion which handles all of the budget and fiscal problems within the 
district, their cost operations and their payrolls and everything else 
for the entire district. 

You have the personnel branch which speaks for itself, where all 
of the personnel records would be kept and matters of that kind 
handled. 

You have a training branch. It would be their job to see that every 
field man operating out of that office and the other personnel in their 
various specialties were properly trained continuously to carry on their 
duties. We have a set-up like that now. 

We have what are known as deputy collector instructors in all 
collector offices that devote all of their time to that service. We 
have schools that are held all over the country, run by instructors 
directly out of Washington. And we have quite a heavy training 
division in the Bureau, but they would have a training branch here. 

Those people, a small, highly trained group of them, will constantly 
keep abreast of all changes in the law, circulate among the field 
people and hold the various schools to see that every man is brought 
up to date, kept up to date in the performance of his job, so that new 
employees coming in are adequately instructed before they are turned 
loose on the public. 
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Miscellaneous service and statistical branch almost speaks for itself. 
You know that we have to keep certain statistics in the Bureau, the 
Congress requires them. They are the figures upon which you base 
your forecasts for your appropriations and your other statistical 
figures that you must use and have in order to properly operate the 
Government, e'ther from Congress’ or our viewpoint. Of course, you 
have a central files branch. 

That replaces the file rooms scattered over the districts now. It is 
where after returns have finished their job in the field and have been 
examined they must be kept for 6 years minimum before they can be 
destroyed. That will be done centrally. 

For many, many years it was done in Washington. They were 
all kept here and destroyed at a particular time. Corporation returns 
still are, but under this plan you would have one central place within 
the district where, after the returns have been gone through all of 
their processes, they can be stored until all use for them has expired. 

Mr. Houtrietp. May I interrupt to ask if you will take advantage 
of General Services Administration records management service? 

Mr. Duntar. We comply with that completely at this time and 
will continue to do so. 

These returns must remain in our possession until, at least, limita- 
tions have run on them. 

We come to the local man, the man actually in the main who con- 
tacts the taxpayer on the local level. I indicated that he is the man 
who replaces the present collector. He does. He replaces the 
present collector of internal revenue, but he absorbs the other duties 
of various little branch offices in his area now scattered under different 
control. 

You have assisting him a small but well qualified legal staff. In 
most cases it will probably be one man. He has a set-up similar to 
that now, but not so dignified by that title. 

It would be the duty of that attorney to advise this man on all 
legal matters within this layer of responsibility, such as the procedures 
for filing cases in bankruptcy court where a taxpayer has gone bank- 
rupt, and filing release of tax liens, and things of that kind which 
comes within the province of a lawyer. 

He is merely the legal adviser to the deputy district commissioner. 

Within that office, of course, you have to have a cashier’s division, 
because that is the spot where people file their returns and pay their 
taxes just as they now do. That is something that the internal revenue 
service must have, that is, cashiers. 

You have the enforcement division. There is a major departure, 
because under one head you now have all of the field functions per- 
formed in one given area which are now performed by seven different 
offices. 

You would have one group within there mainly, I think, comprised 
of beginning deputy collectors, novices just starting out, getting their 
training, who would do nothing but collect delinquent accounts. In 
the days when I was a deputy collector, we called it ‘‘pounding con- 
crete.” And to secure delinquent returns from people who do not 
file them voluntarily. 

I am sure you are familiar with the fact that in all collectors’ offices 
every quarter there is at least 10 percent of our social security with- 
holding taxpayers who do not file, and you have to go out and get the 
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returns ‘from them. And we must canvass constantly and follow all 
rumors down, of course, about people who have failed to file other 
types of returns, income tax returns. That is the duty of the people 
in this group. 

Then you would have an audit branch, all taxes. You would 
have in that set-up a group that does what we call office audit work. 
That work is done now in collectors’ offices and in the offices of the 
internal revenue agents in charge, depending on the size of the return. 
[t is an operation where something on the return needs questioning 
or explanation which can be handled by correspondence without the 
necessity of having a field man go out and check the taxpayer's 
records. Some one transaction that lends itself to that kind of 
an operation. 

We do that now, as I say, depending on the level of return in the 
collector's office or in the internal revenue agent’s office. 

You have then a field audit section. That field audit section 
differs from anything we have at the present time, because in it you 
would find three groups. You would find a group specialized in all 
of the taxes other than income taxes. 

You would find a group specialized in returns of a certain size, and 
a group of highly specialized internal revenue agents. 

And now we come to what I think is one of the finest things possible 
for the taxpaver. Under our present system, as I indicated a while 
ago, take a department store as an example, the internal revenue 
agent will come in and examine their income tax returns. Maybe 
it takes 3 months to do it. It isa big operation. There are detailed 
accountants and everything else, a big store. It is a source of incon- 
venience, at least to the taxpayer to have those people in there in 
their accounting department. 

The agent gets through, and along comes a deputy collector and 
savs, “I am here for examination of your withholding tax returns.”’ 
He examines those. There is more upset. 

About the time that finishes, here comes the excise tax agent, and 
he says, “I want to examine your excise tax return records.” 

About the time he gets through with that, here comes somebody 
who wants to check the social security returns. 

We are doing that right now because those operations are investi- 
gated in different offices, but under this plan, when the internal 
revenue agent goes in to examine that store’s return, he will take with 
him an excise tax man and a social security man and a withholding 
tax man and they will complete that examination all at one time and 
come up with the answer. 

Those lesser types of auditors can examine more returns than can 
the income tax agents. So they will finish and get out of there a 
long time before the income tax agent will. That means that they 
can work with three or four internal revenue agents at the same time 
and complete three or four examinations of that type while the agents 
are still in there, so that the taxpayer is only upset once a year or 
once every 2 years, and is not constantly harassed by our visits, as 
I am afraid they now are. 

I have been in favor of that for vears. In fact, I might interject 
right here the fact that when we were studying this plan I sat on a 
task force composed of two collectors of internal revenue, two internal 
revenue agents in charge, two excise tax agents in charge, and a couple 
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of supervisors and some special agents in Chicago. That was about 
in September of 1949. And that is where this thing had its birth. 

The special investigations branch is that branch which substitutes 
now for our special agents in the field and our alcohol and tobacco 
tax agents in the field. It is a specialized operation. One deals with 
tax fraud and the other deals with the enforcement activities of our 
alcohol tax unit. Iam sure you know what that means. We raid 
stills and everything else. 

There is one major change here which I[ think will be very, very 
beneficial. You will notice that I said a while ago that our personne! 
inspections would be done here. That is now done by our special 
agents. They will be relieved of that and their entire duties will be 
tax fraud investigations. I am sure you know our procedures. 

One of these men making a regular examination finds evidence of 
fraud. He pulls off the case and turns it over to our special agent. 
And sometimes that poor special agent under our present set-up has 
a dozen cases assigned to him and is trying to work with a dozen 
agents. 

Under this plan this man comes in and goes to his boss and states, 
“T think I have found evidence of fraud.”’ This fellow comes down 
here and gets the fraud agent and he works with this man for 2 weeks 
or 3 weeks and then comes back and tells me about it, and asks, ‘‘Do 
you think this is a fraud case?” And if it is, then it follows the fraud 
angle from then on and these people go right on with their other ex- 
aminations. It is a vast streamlining in that regard. 

Over here in the administrative division we have just what we 
say 

Mr. Bonner. This is his last chart. 

Mr. Dunuap. I have these two little blocks here to finish. 

Mr. Bonner. Just finish the chart. That will be satisfactory. 

The CHarrRMAN. Go ahead; you may continue. 

Mr. Duntar. We have a field branch of that training division that 
I mentioned a while ago. We have here a miscellaneous service 
branch which, of course, is the supplies and equipment and other such 
matters that these field people must have. 

Working out of this office set-up out in the field are our little zone 
and division offices in the smaller communities, just like we have now. 
We cannot get away from the small zone and division offices. We do 
not want to. 

In most of our smaller communities today we have those offices, 
and we certainly should not only continue them, but improve them. 

In those offices, of course, you have a branch of the cashier’s division 
for obvious reasons. ‘They sell stamps, take returns and money that 
taxpayers turn in. And then you have a group comprised just like 
this group here which is able to handle all of the type of investigations 
that would be handled out of that small zone office. In other words, 
if you can visualize a town that I know in my old district where we 
had three offices, we had the office of the collector out there, we had 
a group chief and 12 deputy collectors there. Across the street was 
an office of the internal revenue agent. He had a group chief, eight 
internal revenue agents. Right down the street a litthe way was an- 
other office with a group chief and five special agents in it. 

Under this plan they would all be in the same office under one group 


chief, with savings, 1 think, in rent and other matters like that, tele- 
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phone services. It must be apparent to you that there would be those 
savings. We cannot tell you what that will be until we have analyzed 
through 2,000 of those offices and combined them into those set-ups. 

So much for these charts. I have run through them very, very 
hurriedly. I know there are many questions that you want to ask, 
Mr. Chairman, and I am available as long as you want me. 

The CHarrMan. I would like to say to the committee that I think 
this is the most valuable witness that we will have before us to give 
us the information that we need. 

| would also like to state that we must conclude with him this 
afternoon because he must go before other committees tomorrow. 
And with that explanation in mind, shall we adjourn now, or shall we 
go through and complete with this witness—-what is your wish? 

Mr. Houirrevp. I move that we adjourn for lunch. 

The CuarrMan. Is the hour of 2 o’clock a satisfactory hour to all 
concerned? If so, if you will come back at 2 o'clock. 

The meeting will stand adjourned until 2 o’clock. 

(Whereupon, at 12 noon, an adjournment was taken until 2 p. m., 
of the same day.) 

AFTERNOON SESSION 


The committee resumed hearings Monday, January 21, 1952, at 
2:10 p. m., in room 13110, Hon. William L. Dawson (chairman) 
presiding. 

The CHarrMANn. Will the committee come to order. 

At the time we adjourned Commissioner Dunlap had just completed 
his testimony on the charts that were then on the board. 


Mr. Dunlap. 


FURTHER STATEMENT OF JOHN B. DUNLAP, COMMISSIONER OF 
INTERNAL REVENUE; ACCOMPANIED BY WILLIAM W. PARSONS, 
ADMINISTRATIVE ASSISTANT TO THE SECRETARY OF THE 
TREASURY; N. A. SUGARMAN, ASSISTANT HEAD OF MANAGE- 
MENT STAFF; J. F. WINKLE, ASSISTANT COMMISSIONER FOR 
OPERATIONS; AND DR. T. C. ATKESON, HEAD, MANAGEMENT 
STAFF 


Mr. Dunvap. Thank you. 

I want to apologize to the committee for an oversight. I intended 
to have those sets of charts before you this morning and completely 
overlooked it. 

I know you are interested in the proposed set up of districts under 
this plan. There it is, gentlemen. [Map displayed.] 

(Chart 6 above referred to appears on p. 110.) 

Mr. Dun.uap. That is our best thinking to date on it. These dis- 
tricts are set up in order to equalize, as near as possible, the workload 
within each district, because only by doing that, we take full econ- 
omies possible under the vast mec hanical ope rations in those central 
processing operations. They are more or less in consonance with our 
present supervisory district in some respects and in others they are 
completely different. The workload has been the main governing 
factor in setting them up. 
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You will notice in the more sparsely portions of the country the 
districts are bigger, while in the more heavily populated parts of the 
country, they are much smaller. 

I was interested in questions this morning—your questions, | 
believe, sir—as to the necessity that your people now have in your 
State of coming to Washington with their final appeal on their tax 
cases. That isn’t because they come to the Bureau. That is because 
under the present procedure the Atlantic Division of our appellate 
set-up happens to be located here in Washington. Under the new 
set-up, they would not come to Washington at all. 

Under the new set-up they would come to an area down in here. 

Mr. Bonner. If you addressed that to me, that wasn’t exactly the 
question that I wanted answered. If I understand it, it looks good 
to me. You propose to move the revenue agencies and create 26 
new divisions. That is correct, isn’t it? 

Mr. Dunuiap. Up to 25. Before you count them, I will sav there 
are 21. 

Mr. Bonner. We won’t argue over the number. The thing 
I wanted to know was: From what | have heard so far, the State 
collector heretofore had jurisdiction to settle up to a certain amount, 
to adjust a tax case up to a certain amount; is that correct? 

Mr. Duntap. No, sir. They only had examination prerogatives 
up to a certain amount. They only had settlement authority if the 
taxpaver agreed. 

Mr. Bonner. If the taxpayer agreed? 

Mr. Dunuap. Yes, sir. 

Mr. Bonner. Then after that all the cases throughout all the 
States come to Washington for supervision? 

Mr. Duntap. No, sir. We settle no cases in Washington at this 
time. That was decentralized to our technical staff in 1939. That is 
where the final settlement authority is located. 

Mr. Bonner. Where is that located? 

Mr. Dun tap. There are 14 technical staff regions scattered all over 
the United States. Where they now have 14 areas to settle their taxes, 
under this plan they will have up to 25 

Mr. Bonner. That gives me more information. I don’t think that 
had been brought out. 

Mr. Duniap. No, sir. It had not been brought out. 

Mr. Bonner. The point | was making was if final adjudication had 
to come into the office in Washington and you set up these additional 
field services, then what proportion of the emplovees now necessary 
and used in working on cases here in Washington would you move out 
into the field? 

Mr. Dunuap. I understood your question at the time and I will be 
happy to answer it for you. 

On the Washington level we had not since 1939 settled any tax cases. 
Those have all been sent out to the field since that time. The only 
things which we will perform in Washington are those things which 
must be performed on a national scale, as I described this morning. 

All operations will be performed in the field. We have already de- 
centralized it to the field—practically all of those operations—and 
have reduced the Bureau personnel accordingly. Now the Bureau 
here in Washington has the fewest number of people in it that it has 
ever had in its entire history. We have about three or four other 
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functions which we hope to decentralize to the field shortly. These 
are mechanical functions, such as complicated interest calculations 
under the provisions of the statutes, which will go out, and the people 
involved in those functions will be either sent to the field, if they want 
to go, or their functions will be eliminated here in the Bureau. So 
that, when it winds up, we will perform nothing but the functions I 
described here in Washington. 

Mr. Bonner. That answers my question. 

I regret very much the discussion between the Director of the 
Budget and myself because there was no desire on my part to force 
him—he was testifying as a witness who had examined this proposal 
and was endorsing it and I was merely trying to get some information, 
just a little more light about the matter. 

Mr. Dunuap. That is my purpose here, sir, and I am open to any 
kind of questions that you people want to ask. I hope I have the 
answers. If I don’t, particularly as to some of the details that have 
been worked out by our assistants here, they have the details at the 
tip of their tongues. 

Mr. Bonner. Now, as the set-up is now, before this will go into 
effect, you have how many offices out in the field that adjust cases? 

Mr. Dunuap. We have 14 appellant offices in the field now. 

Mr. Bonner. For instance, on the Atlantic seaboard, the States of 
South Carolina, North Carolina, and Virginia—as it is now, what 
comprises the area? 

You can just point out the States. 

Mr. Dunuap. This is it. The brown right here. Tennessee clear 
down to here. 

Mr. Bonner. What States. 

Mr. Dunuap. That is Tennessee, Virginia, Georgia, Alabama, 
Florida. 

Mr. Bonner. North and South Carolina? 

Mr. Duntap. South Carolina falls in there. North Carolina falls 
in the Atlantic territory. 

Mr. Bonner. Virginia, North Carolina, and Maryland? 

Mr. Dunuap. Yes, sir. 

Mr. Bonner. They heretofore have come to Washington? 

Mr. Dunuap. Yes, sir. 

Mr. Bonner. That is the picture I had in mind. 

Mr. Dunuap. These people here do not go to Atlanta, they come to 
Dallas or Houston. These people go to a different location. None of 
them come into the Bureau as such to settle a case. 

Do I make myself clear? 

The CHarrmMan. Mr. Lanham. 

Mr. Lannam. Mr. Dunlap, unfortunately I couldn’t be here this 
morning and you may have answered this question. How are the 
present collectors to be used? Are they to be eliminated, discharged, 
or are they to be used in the new set-up? 

Mr. Duntap. Do you mean by that their offices or the individuals? 

Mr. Lannam. The individuals. 

Mr. Dun ap. The individual collectors—all of them—would have 
full opportunity to qualify under the civil-service examination for any 
of these positions. I want you to understand that 17 of our present 
collectors already have civil-service status and could be put into any 
of these jobs. 
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Mr. Lanuam. Would these men be given noncompetitive examina- 
tions or will they have to compete in an open examination? 

Mr. Dun ap. I should think that is going to have to be decided by 
the Civil Service Commission. I personally feel that the examina- 
tions should be such that they will enable us in the Bureau to get the 
highest type and highest qualified personnel that we can attract to 
those jobs. For that reason, I would like to see a very broad coverage. 

Mr. Lanuam. Sometimes these men who are already in a position 
are blanketed into the civil service. I just wanted to know if that 
was going to happen. 

Mr. Dun ap. It is not contemplated. 

Mr. Lannam. Thank you. 

The Cuarrman. Mr. Riehlman. 

Mr. Riewuman. On the map we have before us, right now you have 
set up 21 district commissioners; is that right? 

Mr. Dunuap. That is right. 

Mr. Rrewiman. That gives you a latitude to set up at least four 
more if and when you feel it is necessary? 

Mr. Duntap. That is the elasticity in it. We are not trying to 
predict population shifts and shifts of workloads. We are saying 
under present conditions this should be the set-up subject possibly to 
minor revisions, but it does give us the elasticity as the population 
shifts occur and the workloads shift, so that we can adjust up to that 
total of 25. 

Mr. Rrexsuman. Now take the State of New York and in my con- 
gressional district, which is Syracuse, N. Y., we have a collector of 
internal revenue. His position will be eliminated, but, as far as the 
office is concerned, will that be retained there? 

Mr. Dunuap. He will be known as a deputy district commissioner. 

Mr. Rresuman. In that office will the same functions be carried on 
or will they blanket in with other functions, such as you outlined this 
morning? 

Mr. Dun.tap. Yes, sir. The same present functions would be car- 
ried on plus those functions which make it necessary for a taxpaver 
to see only one man a year. 

Mr. Rieu_man. For instance, as it is now, certain people in my 
district have their income tax reports in Buffalo and, of course, the 
men from Buffalo come down to Syracuse and stay there for a certain 
length of time to audit certain books. Then men from Syracuse come 
in and do another audit. Will that be eliminated? 

Mr. Dunuap. Yes. 

Mr. Rrexuman. So the Syracuse office will handle all the functions 
that come under the jurisdiction of your district commissioner? 

Mr. Dunuap. That is right. 

Mr. Rren_man. And eliminate all of this duplication of traveling 
back and forth from one section to another? 

Mr. Dun tap. Yes, sir. It eliminates that and it is a material 
advantage for the taxpayer because he has only one man to deal with, 
whereas in the past he has had three or four men. 

Mr. Rrex_man. Your statement is an interesting one to me. It is 
unfortunate that Mr. Lawton was not able to give some information 
on what might be accomplished with respect to economy and efficiency 
as regards this program. : 
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Mr. Dunuap. You brought up a very fine point there. We antici- 
pate, by lessening the distances our people have to travel and elimin- 
ating the duplication by our agents, that will result in a material 
saving in traveling costs. 

Mr. Riexuman. That is what I had in mind. I have had some 
experience in my area and seen the duplication of traveling, by two or 
three men coming in to make an audit of a businessman’s books. This 
should bring about a great deal of efficiency and with efficiency we 
are bound to see some economies in the operation of the Department. 

Mr. Duntap. Yes, sir. That is exactly right. 

Mr. RrexumMan. Let me ask you this. The 64 commissioners as 
now set up, those offices across the country will be maintained, as | 
understand it. 

Mr. Dunuap. Yes. There is no intention in this plan anywhere 
to curtail our present services at all. The intention of the plan is to 
consolidate and enable us to give better services the way I described 
this morning, but not shift any of those offices that you are talking 
about. We have to have those to service the public. 

Mr. RrexuMan. You did say this morning, I think, that there is 
something in the neighborhood of 2,000 of these smaller offices 
throughout the Nation 

Mr. Dunuap. Yes, sir. 

Mr. RrexuMan. Some of those will be eliminated; is that right? 

Mr. Duntap. No, sir, I wouldn’t say they will be eliminated 
Some of them will be consolidated. 

Mr. RreaumMan. That is what I meant to say. Their functions 
will be consolidated with the district commissioner's activities 

Mr. Duntar. What I meant to say in that regard is this: in the 
small town in your district which now has an office—maybe that has 
three different offices, one collector’s office, one internal revenue’s 
office and one special agent’s office—an office will be there, but all 
those people will be housed together, so the man voes to one place to 
get the answer he might want. The service to the community would 
still be there, but our little separate offices in that community would be 
consolidated. 

Mr. Rimuiman. Into the main office. 

Mr. DuNntap. Into one little office 

Mr. RreaumMan. Into one little office? 

Mr. Duntap. Right there in that community 

Mr. RreutmMan. That would eliminate a lot of different services, too. 

Mr. Duniar. That is right. It will reduce the internal services 
which these separate offices would need for their operations. 

Mr. RiratmMan. How long, Commissioner, have you been studying 
this reform? 

Mr. Duntap. I would say I have been studying it personally ever 
since I came home from the Army. ‘That was in January 1946. A lot 
of these suggestions embodied in this plan have grown up over the 
years. Ihave been vitally interested in them. I have sat on several 
of what we call task forces that studied various phases of it as far back 
as 1948, when the first one was established. 

Mr. RrexuMan. Apparently, then, this reorgarization plan meets 
with your wholehearted approval? 

Mr. Py NLAP. | think it is the createst advance, the greatest 
opportunity for improvement, in the service I have ever had the 
privilege of seeing. 
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Mr. RipxHuMan. Having studied this for some length of time and, 
of course, knowing of the Hoover Commission recommendations, in 
your opinion, how closely does this follow the recommendations 
dealing alone with the revenue office? 

Mr. Duntap. I think it will achieve every suggestion made by the 
Hoover Commission, both as to economy, simplicity of operation, 
career service, and all the other very fine recommendations in that 
report. I studied that report with a great deal of interest when it 
came out, as I did also the report of the Appropriations Committee 
and the report of the Joint Committee on Internal Revenue Taxation. 
I think we have picked out the finest features of all of those. Prac- 
tically, when you get down to final analysis, they all recommended 
practically the same thing in many respects. That, combined with 
the studies made by the management engineering firm that Congress 
so generously allowed us to hire a few years back, has allowed us to 
come up With what we tnink will be the most efficient organization we 
can possibly devise. 

Mr. RiexuMan. With respect to the Inspection Service being set 
up, that tvpe of service has been carried on within the Department to 
some degree. 

Mr. Dunuap. Check, but under seven different people. 

Mr. Rieniman. But now it will be directly under one? 

Mr. Dun ap. That is right. 

Mr. Rresuman. Under one supervision? 

Mr. Duntap. That is right. 

Mr. Riexuman. That will be carried out in the field service. There 
will be a constant check of the personnel, their backgrounds, their 
records and their activities? 

Mr. Duniap. Yes, sir. 

Mr. Rrenuman. That same information will be flowing directly to 
the Washington office where there will be a constant survey being 
made of the personnel and those who are employed in the different 
offices? 

Mr. Dunuap. That is exactly right, sir 

Mr. Riewiman. And at all times on two levels, then, if I get it 
correctly, there will be a constant check of the personne! who are going 
to be placed in positions within the Department. 

Mr. Duntap. That is right, sir. 

Mr. Rreutman. Well, it seems to me that would help, at least, to 
screening the type of people who are coming in, but one thing I asked 
this morning—and I presume vou will agree with me—is that there is 
no way possible to legislate honesty or decency in the minds or hearts 
of any persons, is there? 

Mr. Duntap. No, sir, there isn’t. There isn’t any way in the 
world that I have ever discovered, but I think vou will agree, sir, that 
experience has taught us that within a tighter and a closer-knit and 
better-manaced organization, where constant and frequent checks are 
made, any opportunity for any improper occurrences are materially 
reduced. 

Mr. Rizuiuman. These 25 district commissioners are going to deal, 
to a great degree, with the policy and admmistrative programs, at 
the level of the 25 offices? 

Mr. Duntap. Within the framework of the laws and the policies 
of the Congress and the policy set by the Commissioner at the top. 
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Mr. Rrexuman. And you have, without any question, admitted 
that your position is that you feel that these positions can better be 
filled through civil-service examination than by appointment. 

Mr. Dunuap. I definitely feel so. 

Mr. Rrexuman. That is all, Mr. Chairman. 

The CuarrMan. Mr. Hoffman. 

Mr. Horrman. While agreeing with my colleague in what he just 
said, that you cannot by legislation enforce honesty any more than 
the world got rid of sin by the Ten Commandments, I understand 
that Reverend Graham is offering a way by which honesty can be 
more prevalent. 

Mr. Dunuap. I cannot help but agree with you, Mr. Hoffman, 100 
percent. I think the finest code ever written is the one Mr. Graham 
is talking about. 

Mr. Horrman. Our present corruption in the Treasury Department 
is due, is it not, to frailties of human nature rather than defects in the 
law? 

Mr. Duntap. I have a slight cold, sir, and I didn’t quite catch the 
first part of vour question. 

Mr. Horrman. Will you read it to him, please? 

(The reporter read the last question.) 

Mr. Dunuap. I wouldn't go 100 percent along with that statement. 

Mr. Horrman. Will vou give us a guess? 

Mr. Dunuap. I would say, of course, any dishonesty within any 
service can be laid largely to the frailties of human nature, people 
succumbing to temptations when they should not, but I will also say 
that the presence of a strong supervisory control would tend to lessen 
those temptations greatly. 

Mr. Horrman. You have been in the Department how long? 

Mr. Dunvap. A little over 18 years, sir. 

Mr. Horrman. All I was asking ts your best judgment as to whether 
the present frailties—I will let it stand that way—are due more to the 
frailties of human nature or unsound provisions of the laws and rules 
roverninge the departments. 

Mr. Duntap. I think they are far more due to human frailties. 

Mir. Horrman. That is to say, if we had a little more care and a 
little more judement over the vears in selecting the men who enforce 
the law and interpret it, there wouldn’t be so much need for a reorgani- 
zation, would there? 

Mr. Dunuap. I wouldn’t go that far, for this reason 

Mr. HorrmMan. You just said that vou thought human frailties 

Mr. McCormack. Why don’t you let him answer the question? 

Mr. Horrman. Because he is running on to something else. I 
asked a short, simple question. 

Answer it in your own way. I will come back to the same question 
I asked before. 

(The reporter read the following question: ) 

Mr. Horrman. That is to say, if we had a little more care and a little more 
judgment over the years in selecting the men who enforce the law and interpret it, 
there wouldn’t be so much need for a reorganization, would there? 

Mr. Duntap. There would be a need for the reorganization, even 
though every man in the Bureau and the rest of the country was 100 
percent honest, because you cannot run a modern business organiza- 
tion today under Civil War methods. 
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Mr. Horrman. That is your answer? 

Mr. Dun.ap. Yes, sir. 

Mr. Horrman. It isn’t an answer to my question at all. Now, 
read him the question again. 

(The reporter read the following question: ) 

Mr. Horrman. That is to say, if we had a little more care and a little more 
judgment over the years in selecting the men who enforce the law and interpret it, 
there wouldn’t be so much need for a reorganization, would there? 

Mr. Dunuap. I think my answer was right to the point. 

Mr. Horrman. I disagree with you. 

A moment ago you said, in answer to my question, that the cor- 
ruption—and we will include inefficiency, if you want to—in the pres- 
ent Department was due more to the frailties of human nature than 
it was to imperfections in the legislation, sir. It follows, does it not, 
then, necessarily, that, if we had more judgment, more ability, in 
making the selections of employees, we wouldn’t have as much cor- 
ruption? 

Mr. DuntAp. No, sir; it does not; in my line of thinking. 

Mr. Horrman. All right, let it stand that way. 

You could be removed tomorrow, couldn’t you, by the President? 

Mr. Duntap. Yes, sir. He wouldn't have to remove me_ If he 
indicated displeasure of my services, I would leave at a moment’s 
notice. ; 

Mr. Horrman. I didn’t ask you that. 

Mr. Dun ap. I am telling you. 

Mr. Horrman. You just put that in on your own time and we will 
get through a lot quicker. I still have a right to ask a question. 

Mr. McCormack. We are all enjoying the gentleman from Mich- 
igan. 

Mr. Horrman. There is no charge for it 

Being subject to removal by the President, can you always—I want 
to put it in a way to indicate not you, but wouldn't the average indi- 
vidual be somewhat influenced by the wishes of the administration in 
making decisions in interpreting the law? 

Mr. McCormack. Is that an opinion question? 

Mr. Horrman. Don’t worry, Mr. McCormack. 

Mr. Duntap. I would hate to think that any man of stature enough 
to be appointed Commissioner of Internal Revenue and confirmed by 
the Senate would ever be that weak. 

Mr. Horrman. He is subject at least somewhat to the views of the 
head of the Department. 

Mr. Dunuap. Yes, sir. He is a policy-forming official. I think 
probably so. 

Mr. Horrman. And the Secretary of the Treasury formulates his 
policies. Perhaps after he formulates his policies, he goes to Cabinet 
meetings where those things are discussed, does he not? 

Mr. Dunuap. I presume he does. 

Mr. Horrman. If he is a good party man, there are sometimes 
compromises as to policy? 

Mr. McCormack. You mean Republican or Democrat? 

Mr. Dun top. Was that a question? 

Mr. Horrman. Mr. McCormack just interjected a few words. He 
is just trying to amuse himself over there. 

lose you forgotten my question? 
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Mr. Dunuap. I thought it was a statement. 

Mr. Horrman. He will read the question I asked. 

(The reporter read the following question: ) 

Mr. nee: And the Secretary of the Treesury formulates his policies. 
Pe rhe.ps efter he formulates his polick ies, he goes to Cabinet meetings where those 
things are discussed, does he not? 

Mr. Duntap. 1 said I presume he does. 

Mr. HorrmMan. You know, don’t you? 

Mr. Duntap. I am not at Cabinet meetings. 

Mr. Horrman. You are not ignorant of what happens at Cabinet 
meetings where your own Bureau is involved. 

Mr. DuNnuap. Sir? 

Mr. Horrman. Are you ignorant of what happens at Cabinet meet- 
ings where vour own ae au is involved? 

Mr. Duntap. No, si 

Mr. Horrman. Thi: a is what I thought. 

You don’t have your own legal adviser, do vou, under this reor- 
ganization plan? 

Mr. Dunuap. I think so; yes, sir. 

Mr. Horrman. Doesn't he represent the Department? 

Mr. Duntap. The chief counsel of the Bureau of Internal Revenue 
under this plan is a civil service career employee appointed by the 
Secretary of the Treasury. He will devote his time to internal revenue 
matters. He will be guided in the professional and legal angles of 
his work by the legal and professional standards set by the Secretary, 
the General Counsel of the Treasury Department, but he will be 
under the operational control of the Commissioner of Internal Rev- 
enue. I wouldn’t want a lawyer who was strictly under my control, 
because he might tend to become a ves man. I[ want him in a position 
to disagree with me when he thinks I am wrong 

Mr. Horrman. As a matter of fact, he is under the control of the 
Secretary of the Treasury 

Mr. Duntar. Yes, sir: professionally 

Mr. Horrman. Public Law 2, Eighty-second Congress, first session, 
gave Congress the right to obtain some information from the Bureau 
of Internal Revenue. You recall that, don’t you? 

Mr. Duntap. Oh, ves 

Mr. Horrman. That power isn't retained under this plan, is it? 

Mr. Dunuap. I think so; ves, sir. 

Mr. HorrmMan ge yg 

Mr. Dunuap. Yes, si 

Mr. Horrman. All sight, that is your opinion. 

Can you point out, or will you point out and put it in the record 
here the provisions of this reorganization plan, I don’t mean the plan 
itself because that doesn’t go into detail— but anvthing the Depart- 
ment has in mind which indicates that Congress will still have the 
authority to get this information. 

Mr. Dunuap. I don’t have to go any further than right here to say 
ves, sir, Congress will continue to have that same authority. 

Mr. Horrman. We won’t bicker on that. 

Mr. Hoxirretp. Will the gentleman yield there? 

Mr. Horrman. Yes. 

Mr. Houtrievp. I have a communication which I asked Secretary 
Snyder for on Friday in regard to the necessity for section 4, which 
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was put in to take account of any law that may have been passed 
since that date that might affect Reorganization Plan No. 26 or 
Reorganization Plan No. 1, and I have a communication in my hand 
that refers to that. If the gentleman would like to have it read 

Mr. Horrman. If you wish. 

Mr. Hourrie.p (reading): 

Section 4 of Reorganization Plan No. 1 of 1952 has no effect upon section 5012 
of the Internal Revenue Code which authorizes the Joint Committee on Internal 
tevenue Taxation to secure data and information directly from the Bureau of 
Internel Revenue. Whether or not Reorganization Plan No. 26 of 1950 affected 
that provision, there can now be no doubt, in view of the provisions of Public 
Law 2, Eighty-second Congress, that neither Reorganization Plan No. 26 of 1950, 
Reorganization Plan No. 1 of 1952, nor any other reorganization plan, can take 
away the authority of the joint committee to secure data and information directly 
from the Bureau. 

Communication from the Secretary of the Treasury. 

Mr. Horrman. Do you think that is true? 

Mr. Houirieip. | have confidence that that is a fair statement. 

Mr. Horrman. Do you think that is true, Mr. Dunlap? 

Mr. Dunuap. Yes, sir. 

Mr. Horrman. Do you recall Elmer Irey who used to be head of the 
Intelligence Unit? 

Mr. Duntap. I met him once or twice 

Mr. Horrman. He died, I understand, and then a man named 
Woolf succeeded him. 

Mr. Dunuap. Yes, sir. 

Mr. Horrman. What was Woolf's first name? 

Mr. Duntap. William H. Woolf 

Mr. Horrman. Do you recall from what State he came? 

Mr. Duntap. No, sir; I don’t 

Mr. Horrman. Texas? 

Mr. Duntap. | don’t know. 

Mr. Horrman. Do you recall why he resigned? 

Mr. Dunuap. Do I recall why he resigned? 

Mr. Horrman. Yes. 

Mr. Dunvap. Certainly 

Mr. Horrman. What was the reason? 

Mr. Duntap. To enter the private practice of law 

Mr. Horrman. More money? 

Mir. Duntap. I don’t know about that 

Mr. Horrman. That was his hope; wasn’t it? 

Mr. Duntap. Mr. Woolf has very kindly agreed to remain with us 
until our new plan is completely broken in. 

Mr. Horrman. I didn’t ask that question because I thought there 
was anything wrong with Mr. Woolf, Mr. Chairman. 

Who succeeded him? 

Mr. Duntap. Mr. Frank W. Lohn. 

Mr. Horrman. Where did he come from? 

Mr. Dunvap. Texas. 

\lr. Horrman. Had he been in the Bureau long? 

Mr. Duntap. Yes, sir; I believe 25 vears next March 

Mr. Horrman. He was next in line; was he? 

Mr. Dunuap. Yes, sir. 

Mr. Horrman. I am leaving with vou a bill which was introduced 
today by Mr. Curtis of Nebraska of the Ways and Means Com- 
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mittee and I wish you would, sometime before the hearings are closed, 
give the committee your opinion on that bill, specifying, if you will, 
wherein it fails to meet the present needs of the Bureau and wherein 
the plan No. 1 is, in your opinion, better than this plan. 

Mr. McCormack. Just a minute. I don’t know what authority 
this committee has to ask for a report on a bill introduced and referred 
to another committee. If another committee did that on a bill 
referred here, | would certainly have feelings about the invasion of 
the jurisdiction of this committee. 

Mr. Horrman. The relevancy— 

Mr. McCormack. It seems to me the request ought to come from 
the Ways and Means Committee. That is the ordinary procedure. 
If a bill is referred here, we ask reports from the departments or 
agencies involved. I think the gentleman ought to realize we have 
an organizational set-up in the House of Representatives, which we 
have to — t. Icertainly respect it. I respected it in the Eightieth 
Congress, too, because I supported you in your chairmanship when 
some of your Republican friends tried to undermine you. I respected 
leadership. 

Mr. Horrman. You did it out of generosity because that was 
right and I paid you back a dozen times. 

Mr. McCormack. I don’t know whether I was right or wrong. | 
was supporting the constituted leadership of your party. 

Mr. Horrman. I welcomed your support. Didn’t I keep the 
House in session for you when you wanted to adjourn? 

Mr. McCormack. You certainly made the House angry at you. 

Mr. Horrman. I did it for you. 

Mr. McCormack. When my friend ever does a favor for me in 
that respect, I would like to know. 

Mr. Horrman. Of course, it is true when that bill goes to the Ways 
and Means Committee, the departments will make a report at the 
request of the committee, but here is a witness who advocates this 
particular plan and here is one case where I think it would be better 
to take these two and compare them and find out what is wrong with 
the proposal Mr. Curtis makes. I am trying to compare these two, 
just as we are comparing the present procedure with the proposed 
plan. 

Mr. McCormack. I don’t know what the bill is. You say it will 
be referred to the Ways and Means Committee. I have a regard for 
the organizational set-up of the House of Representatives. 

Mr. Horrman. In the interest of economy and brevity, I will let 
it stand and accept the gag rule which the gentleman wants to impose. 

Mr. McCormack. The gentleman hasn’t got that power. By that 
statement, it appears that the gentleman from Michigan accepts the 
logic of my proposal. 

Mr. Horrman. Here is an alternative proposal. I am asking him 
if this plan is better. If it were, he might go back and recommend to 
the Secretary of the Treasury the adoption of this plan instead of the 
other one. Dictatorship has to work pretty fast when a member of 
a committee passing on a reorganization plan cannot venture that some- 
thing might be better. 

Mr. McCormack. I have great respect. for this committee and its 
strength, but I dislike getting into a controversy on the floor with 
the Ways and Means Committee on a matter of jurisdiction. Those 
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matters are very controversial, no matter what committees are on the 
floor. We have to jealously regard the jurisdiction of our committee 
and protect the jurisdiction of other committees. All I know is what 
you said that ithad been referred to the Ways and Means Committee. 

Mr. Horrman. This committee hasn’t a great deal of jurisdiction 
any more, as you very well know. We are losing it all. 

Mr. McCormack. I won’t agree with you. 

Mr. Curtis. Will you yield? 

Mr. Horrman. Yes, sir. 

Mr. Curtis. If that is so, what committee will compare two 
alternative plans? 

The CuHartrMan. There are no alternatives. 

Mr. Curtis. There would be. Would any committee consider 
both? 

Mr. McCormack. The gentleman from Michigan said the bill 
was referred to the Ways and Means Committee. 

Mr. Horrman. I said it probably will be. It hasn’t been. It was 
introduced today. 

Mr. McCormack. The inference was it was referred to the Com- 
mittee on Ways and Means. I don’t know what it is. 

Mr. Curtis. Mr. McCormack, mine is a simple question. Here 
is the President’s plan for reorganizing the Bureau of Internal Revenue. 
Here is apparently another plan which some committee will consider 
the relative merits of. If we cannot ask those questions here, will 
any committee do that? 

Mr. McCormack. I don’t know what is in the bill that the 
gentleman from Michigan referred to. 

Mr. Curtis. I have read it. It is a reorganization of the Bureau 
of Internal Revenue. 

Mr. McCormack. I don’t know, but it is a matter which will be 
referred to a committee. He said it was referred to the Ways and 
Means Committee. Then he said it might be. There are two 
different situations there. If it was referred, then any request should 
come from the Ways and Means Committee. 

Mr. Curtis. The answer to my question would be that there is no 
committee that couldn’t consider all alternetive plans of this nature. 

Mr. Houirietp. Mr. Chairman, a point of order. 

The CHarrMaANn. It seems to me any bill that is referred to any other 
committee is not within the province of this committee to ask a report 
on. Whether the bill has been or will be referred to another committee 
certainly we cannot ask for a report on that bill. If it is reported to 
this committee, we will get a report on it. 

I would like to call attention to the fact that the law gave the Presi- 
dent the power to send down a plan because Congress delegated its 
power to the President to pass necessary legislation to reorganize the 
executive branch of the Government because Congress failed to do it. 
Congress may or may not act upon the bill that may go to the Ways 
and Means Committee or may come to this committee, but under the 
law giving the President the power to reorganize by plan, it provides 
that within 60 days it becomes law unless a petition of disapproval is 
filed and the Congress votes upon that petition of disapproval, dis- 
approving the plan. A plan sent down by the President is before this 
committee. A petition has been filed of disapproval. We have met 
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to pass upon whether or not we are going to support the petition of 
disapproval or whether we will support the plan. 

We cannot take into consideration action upon some bill that is not 
before this committee or is before some other committee. 

Mr. Horrman. Then, Mr. Chairman, may I| ask this? 

Mr. CuarrmMan. Yes, Mr. Hoffman. 

Mr. Horrman. It being the duty of this committee to pass upon 
the plan sent down by the President and witnesses appearing in sup- 
port of that plan, is it not the privilege of any member of the committee 
to ask the witness what they think of an alternative proposal, either 
by section or as a whole and compare the proposed plan with other 
bills or practices? 

The CHarrMan. The alternative proposal you referred to is a matter 
going before another committee and is not before this committee. If 
it has been assigned to any other committee of Congress, that group 
of Congressmen will give to that bill the consideration that is due. 

Mr. Horrman. No doubt about that. 

The CuatrmMan. The President’s plan is before us. You cannot 
amend this plan. The law is specific. We drew the law giving the 
President the power to do it and it is before us. The other may not 
be acted upon in your lifetime or mine. But this is before us to be 
acted upon now. 

Mr. Horrman. Does that foreclose any questions of comparison by 
any Witness that may appear? 

The CuatrMan. I do not think we will ask for a report from a 
witness before us on a bill before another committee. 

Mr. Horrman. Conceding that our request asking for a report is 
out of order, I can take the bill apart tonight and come in with a 
dozen or 50 questions with reference to specific provisions carried in 
that bill and ask whether that provision is in this bill, whether it is a 
desirable proposal. [I was trying to shorten it up. I wanted to be 
helpful. You have had the Republican members here when there 
was hardly a handful of the Democrats. We go over and give you a 
quorum, but when we try to get at the merits of alternative proposals 
then we have no time. 

The CHatrMan. | have never, in the conduct of this committee, 
sought to draw any advantage from either Democrat or Republican. 

I have tried to present the matter here, as a Congressman, to do a 
job for the benefit of the country. 

Mr. Horrman. I think you are right. 

The CHatrmMan. Will you proceed with your testimony? 

Mr. Horrman. He will be back tomorrow? 

The CHarrMan. I don’t think so. 

Mr. Horrman. | want to ask him questions about this bill. 

The Cuatrman. I told you at the beginning of the meeting that we 
will try to be through with him tomorrow morning because he must go 
before another committee of Congress tomorrow. They waived their 
rights to him today. 

Mr. Horrman. But we gave them another witness in exchange. 

The CuarrmMan. Are there any other questions? 

Mr. Horrman. He would have been through long ago if you had let 
me ask him the question. 

Mr. Hourrie_p. | have no questions. 

The CuarrmMan. Mrs. Harden. 
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Mrs. Harpen. Mr. Dunlap, in 1951, there were 57,000 employees 
working for the Internal Revenue Department; is that correct? 

Mr. Dun ap. There were what, madam? 

Mrs. Harpen. Fifty-seven thousand employees in 1951 working for 
the Internal Revenue Department. 

Mr. Duntap. Approximately that; ves, ma’am. 

Mrs. Harpen. If this reorganization plan is adopted, will it decrease 
the number of personnel? 

Mr. Duntar. No, ma’am. 

I don’t think we can consider the plan on that basis because even 
before the plan is adopted, as we now stand, and being faced with 
the necessity of continuing operations during the immediate future, 
we are asking the Congress for a considerable number of additional 
people. The economies of the plan will fall, I think, in the combina- 
tion of our offices that I have described, but how much that would 
result in the long run, over the long picture, in accomplishing it, 
would depend upon the tax laws as they change from year to year. 

I cannot see that this vear we can operate on less personnel. In 
fact, we are asking for more. 

Mrs. Harpen. The people whom I represent are particularly inter- 
ested in reorganization, but they are very eager for some evidence of 
economy as a result of that, in personnel and dollarwise. 

Mr. Duntap. May I inject this, then, into the proceedings. We 
estimate that we will operate during this coming fiscal year at one 
of the lowest figures in history, forty-four one hundredths of 1 percent 
of the dollars we handle. I think we have to think about the economy 
in the Bureau on the basis of the percentage of our cost of operations 
over What we bring in rather than on the number of people who are 
involved. 

Mrs. Harpen. I asked the question of Mr. Snyder Friday and 
did not receive a satisfactory answer and I appreciate your views on 
this subject. 

Mr. Dun ap. I have thought for vears that our costs in the Bureau 
should be judged more on the basis of the percentage of what it costs 
us. That should be the scale rather than how many people it takes 
to enforce it, because in some vears, as the laws are simplified—for 
instance when the last excess profits tax went out, our number of 
employees dropped—as new laws come in, they must go up 

Do you follow what I am saying? 

Mrs. Harpen. Yes, | do. 

Mr. Snyder also stated that he had taken a step to create a com- 
mittee of highly qualified men to direct management improvement 
studies within the revenue services and he submitted the list of names 
of that committee. I note that you are vice chairman of that com- 
mittee. 

Mr. Dunwap. Something is wrong, Mrs. Harden. You mean 
automatically, when I became Commissioner this past year? |] 
hadn’t been on that committee before. 

Mrs. Harpen. The second name on the list is John B. Dunlap, 
Commissioner of Internal Revenue, vice chairman. 

Mr. Dun tap. That is since 1 became Commissioner. 

Mrs. Harpen. I should like to ask you, Mr. Dunlap, when did 
this committee make its recommendation? 
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Mr. Dunuap. That committee was a continuing operation from 
the time it was appointed. 

Mr. Harpen. When was that? 

Mr. Duntap. If I can give you an example of how they worked, 
I mentioned task forces that I had sat on a while ago. 

Mrs. Harpen. Do you mean September 1949? 1 believe you stated 
you sat with a task force at that time. Was that the committee? 

Mr. Duntap. Under the direction of that committee. I was not 
a member of the committee. But, as this management engineer plan 
came into being, the report was turned in by the engineers, and then 
this committee appointed different groups to study each provision 
of that plan and render a report on what they thought should be done 
about it. I sat on two or three of those subcommittees and I met 
with the committee, itself, on two or three occasions. It was a con- 
tinuous operation. It just took the Bureau’s operations step by step 
and the improvements we have made up to now have been guided and 
analyzed by that committee all the way through. 

Mrs. Harpen. This report submitted to me says: 

Names of the members of the Treasury Department’s committee to direct 
management studies in the Bureau of Internal Revenue. 

The second name on the list is yours. Did you just state you were 
not a member of this committee? 

Mr. Dunuap. I did not at the time. I was talking about the then 
Commissioner of Internal Revenue. He was the vice chairman of the 
committee. I have succeeded to his place since my appointment. 

Mr. Houirietp. When were you appointed? 

Mr. Duntap. August 1. 

Mrs. Harpen. Then was it in 1949—do I understand—that you 
made these recommendations? 

Mr. Duntap. It was in 1949 that I sat on a task force appointed 
to study a portion of this plan; yes, ma’am. 

Mrs. Harpen. Then the outside management firm was called to 
make an independent survey, I believe, and submitted recommenda- 
tions in 1949 after working about 6 months. I couldn’t understand 
why you waited 3 years before a plan was submitted to Congress. 

Mr. Dunuapr. May I make this explanation. Maybe it will clarify 
it and maybe it won’t. Let me say at the outset that we could take 
no chances with the collection of the internal revenue. That job has 
to be done and done successfully, otherwise, you know what would 
happen. As you adopt a step in the Internal Revenue and before you 
adopt it, you must be certain that it is going to work. In other words, 
if it doesn’t work, then both the taxpayers and the revenues have 
suffered. So from the inception of the management committee there, 
various improvements have been instituted step by step until we come 
to the point where we now find ourselves. We feel that we have gone 
as far as we should without congressional knowledge. We now come 
to the point where to go any further—and we think we have done a 
fine job this far—but to go any further and complete this plan, we 
now must have your knowledge of everything that is going on. 

It is too big for us to undertake it as we have undertaken the other 
administrative changes that we have made. 

Mrs. Harpen. What percent of the taxpayers failed to file their 
income-tax returns? 
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Mr. Duntap. Well, I don’t know that I could give you those figures. 
It would be strictly guessing, but I would say that they are a very 
small percentage of this country who do not voluntarily file their 
returns—very small percentage. Income-tax returns. 

Mrs. Harpen. This morning I asked Mr. Lawton this question, and 
he suggested that I refer it to you. Under this plan, will the deputy 
collectors be permitted to make inspections and tax settlements 
without the consent of the district commissioner? 

Mr. Dunuap. Would you like to have the chart back, so I can show 
vou where that would happen? 

Mrs. Harpren. Can you answer the question without that? 

Mr. Dunuap. Yes, ma'am, I can. Deputy collectors do not have 
that authority now. A deputy collector can only make an examination 
and if the taxpayer agrees with his findings and signs a consent, only 
then is an assessment made. If the taxpaver does not agree with the 
deputy collector, then the taxpayer has the full right of appeal clear 
up to the top of the agency, which, under this plan, would be known as 
the district commissioner. No agent or deputy collector can acbitrar- 
ily make an assessment today. 

Mrs. Harpen. That is under this present procedure? 

Mr. Dunuap. Yes. 

Mrs. Harpen. Under the new plan? 

Mr. Dunuap. He still could not. He would still have all the rights 
of appeal that he has now. 

Mrs. Harpen. Thank you. 

That is all, Mr. Chairman. 

The CHarrmMan. Mr. Lanham. 

Mr. Lannam. No questions. 

Mr. Houirieip. May I direct a question to the witness? 

The Cuarrman. Mr. Holifield. 

Mr. Houiriretp. Mr. Commissioner, I think there is confusion in 
regard to sending up Presidential plans. The basic Reorganization 
Act of 1949 gave the President the right to send up plans. He could 
not send up plans until 1949 because he had no authority to send up 
plans such as this plan No. 1. Before that it was the responsibility 
of the Congress to legislate reorganization. In the Kightieth Congress, 
on March 9, 1948, the Canfield committee made recommendations 
which are contained in this plan, but the record shows that the 
EKightieth Congress did not pass the legislation, neither did the 
Kighty-first nor the Eightv-second Congress. So the responsibility for 
reorganization is a joint responsibility, since 1949, of the Congress and 
of the executive branch. Now that the President has set up this plan 
he has discharged that part of his responsibility that we charged him 
with under the basic Reorganization Act of 1949. 

So it leaves the record in a confused state when we say it has taken 
4 or 5 years to bring this plan up. It has only taken since June 1949 
to bring this plan before Congress. 

Mr. Curtis. Is that a question or a statement? 

Mr. Hourrrecp. That is a statement for clarification of the record 
because there were several questions that implied that it took 4 or 5 
years. 

Mr. Curtis. We can make statements for the record in executive 
session. We all have questions to ask the witness. We are all here 
to ask the witness questions. 


93736 —9 
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The CHarrRMAN. Mr. Brownson, do you have any questions? 

Mr. Brownson. Yes; Mr. Chairman. 

I would like to compliment the Commissioner on this presentation, 
which has been very detailed and informative. Il would like to ask 
unanimous consent that these charts, which he has prepared for his 
presentation today, and will be useful, be included in the record at an 
appropriate point in his opening testimony. 

The CHarrMan. All right. 

Mr. Brownson. At page 2 of the charts it states: 

Numbers refer to numbered paragraphs in accompanying functional descrip- 
tions. 

What does that refer to? 

Mr. Duntarp. That is my notebook from which I have been talking. 

Those numbers were put on there for my guidance in referring to 
my notes, 

Mr. Brownson. These charts are keyed with the text of vour notes 
and when printed with vour presentation will serve to illustrate it? 

Mr. Duntap. Of course, these things are very sketchy and are to 
be filled in in my explanations, but that was what they referred to, 
the notes that I am using here today. 

Mr. Brownson. I have been very impressed by your realization, 
evident throughout this discussion that civil service, in itself, is not 
apanacea. [am afraid some people are inclined to think that putting 
an agency under civil service automatically assures food adminis- 
tration. For that reason, | have been very interested in your proposed 
tightening up of the general administrative structure of Internal 
Revenue, which | think is very important 

I understand there have been some fiftv-odd Bureau of Internal 
Revenue employees during this last vear who were discharged or 
allowed to resign because of administrative errors, shall we say, to 
put it mildly. Do vou know how many of those dismissed or allowed 
to resign were political appointees and how many were under civil 
service? 

Mr. Duntap. The only ones were the collectors. The rest of them 
were all civil-service emplovees. 

Mr. Brownson. How many collectors are there? 

Mr. Dunuar. There is an allowance for 64. We do not have that 
many, of course, because we have some acting collectors at the present 
time. 

Mr. Brownson. If mv memory 1s right, there were at least four 
collectors who resigned, or were discharged. 

Mr. DuNwap. Six. 

Mr. Brownson. In other words, among the political appointees we 
had a little less than 10 percent who were removed. 

Mr. Dunuap. Yes, sir. 

Mr. Brownson.: That percentage would not be nearly that high for 
the civil-service employees? 

Mr. Duntap. Well, that would be my hope 

Mr. Brownson. There is one other difference I notice. You have 
waived the residence requirement for deputy commissioners in this 
reorganization plan. With the redistricting of the United States, as 
vou are contemplating, would it no longer be possible to have the 
residence requirement which you have at present for a collector of 


internal revenue? 
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Mr. Dunuap. I think it would be extremely unfair to limit a man’s 
promotion within the service on account of his residence, for one 
thing. We have rotational policies and the power to move our people 
as opportunities open, or as we judge it to be in the best interest of 
the Government on all our field offices at the present time, except 
collectors. In other words, we can shift an agent from one location 
to another or promote him from here to there, but we cannot do that 
with the collectors. 

Mr. Brownson. Turning to this management committee list which 
was submitted to Mrs. Harden by the Secretary of the Treasury—the 
Treasury’s Committee To Direct Management Studies of the Bureau 
of Internal Revenue—you stated that you were appointed to your 
present position on August 1, 1951; is that correct? 

Mr. Dun tap. That is right, sir. 

Mr. Brownson. Then, since that time, we can take it from your 
previous comments that this committee has not met? 

Mr. Duntap. Not as a whole. Subcommittees, subgroups of it 
have. 

Mr. Brownson. While this reorganization plan was being de- 
veloped, the plan that would reorganize the Bureau of Internal 
Revenue, the Secretary of the Treasury did not call a meeting of 
the Treasury Committee To Direct Management Studies of the Bureau 
of Internal Revenue as a whole? 

Mr. Dunuap. The reason for that, of course, was that the plans 
and recommendations of this committee had pretty well jelled by 
that time. 

Mr. Brownson. Thank vou Commissioner Dunlap; that is all the 
questions | have, Mr. Chairman. 

Thank vou. 

The Cuairman. Mr. Bonner. 

Mr. Bonner. No questions. 

The CHarrman. Mr. Bolling 

Mr. Botuine. No questions 

The Cuairman. Mr. Curtis. 

Mr. Curtis. Mr. Commissioner, when Secretary Snyder was here, 
Friday, | believe it was, I directed a series of questions that were in 
written form, and the chairman of the committee has now given me 
the answers to that. Were they prepared by vou or the legal staff? 
The reason | ask that is Whom should I direct my questions to in 
regard to these answers? Would it be best to direct them to you or 
someone who will appear later? 

Mr. Duntape. May I say, sir, that the questions dealing with 
legal phases, such as the right to sue and trial by jury, were prepared 
by the attorneys. 

Mr. Curtis Who would be available for the committee, or me 
in particular, to question about these answers? 

Mr. Duniar. Who on our staff? 

Mr. Curtis. I am thinking of your time, sir. I am thinking of 
saving the time if someone on your staff would be available for the 
committee, so that | would direct my questions to him. 

Mr. Commissioner, could we put it this way: Could we have some 
member of your staff appear before our committee at a later date to 
whom I could direct these questions? 
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Mr. Duntap. I think most of your questions, as I remember 
them, Mr. Curtis, other than those regarding the right to sue 

Mr. Curtis. Those are most of them—and the right to jury trial, 
and so on. 

Mr. Dunuap. I think I am in a position to answer the other 
questions, myself. 

Mr. Curtis. I have no questions on those, but I thought I would 
save your time if one of your legal members could be present before 
the committee, so I would not ask those questions at this time. 

Mr. Duntar. Any time that you desire, sir; yes, sir. 

The Cuarrman. We will check with the chief counsel. 

Mr. Curtis. I have some questions I would like to ask you. 
The first one is of a general nature and I want to be sure my thinking 
is clear on this. Referring to the series of charts which go to make 
up what is called the proposed organization of the Bureau of Internal 
Revenue, that is the over-all plan of the Bureau of which this Reor- 
ganization Plan No. 1 is a small part or just a part; is that correct? 

Mr. Dunuap. This Reorganization Plan No. 1 is the combination 
of all I efforts to date; yes. 

Mr. Curtis. No, sir; I don’t think you got my question. In other 
words, ‘Sut is « great deal of detail in the reorganization plan as 
submitted on these charts, which is not included in the present Re- 
organization Plan No.1. That is correct; is it not? 

Mr. Dunuap. Yes. There is much more detail shown on the charts. 
The President’s reorganization plan, as it is set up, merely asks the 
Congress to let us do the things which are necessary to put this into 
effect. 

Mr. Curtis. I understand. Reorganization Plan No. 1 is just a 
part of the over-all reorganization plan that you expect to do. 

Maybe by asking a specific question, I will get to the meat of what 
[am asking. For example, on the reorganization chart vou show the 
office of a chief inspector who is directly responsible to the Com- 
missioner and yet in the reorganization plan there is no mention that 
[ see of the office of chief inspector. 

Mr. Duntap. No, sir, there isn’t, because only that legal obstacle 
must be overcome by the President’s reorganization plan. Only the 
things must be cone which are legally preventing us from putting this 
entire plan into operation. 

Mr. Curtis. Exactly. What I am getting at is essentially true 
that the President’s reorganization plan as submitted to us is only 
one phase, although, as you say, an essential phase, of this over-all 
reorganization plan that you are undertaking. 

Mr. Duntap. Yes, sir, but this plan is so broad and so sweeping 
that, as I said a while ago, we do not feel that it should be put into full 
effect without congressional knowledge. 

Mr. Curtts. I appreciate that. As a matter of fact, as you have 
testified, I believe it is vour belief that this reorganization plan actually 
is legally necessary in order for you to accomplish certain of the things 
at any rate in your over-all reorganization plan. 

Mr. Dunuap. That is right. 

Mr. Curtis. This is just an example, but the creation of the chief 
inspector’s division, you would not need it for that? 

Mr. Dunuap. That is correct. 
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Mr. Curtis. And possibly for the consolidation, as you have shown 
at the local level of the audits branch, that could be done without this 
reorganization plan. 

Mr. Dun tap. Possibly, but T do not think so, because the duties of 
the collectors and the deputy collectors are so interwoven with the 
duties of our other field men, that I would hesitate to take that step 
without congressional knowledge. 

Mr. Curtis. As I view the chart, I don’t quite understand why that 
partic M ar step or that consolidation is an essential element or depends 
upon this Reorganization Plan No. 1 being adopted. 

Mr. Dun tap. Because, sir, the collections enforcement and the 
duties performed by collectors of internal revenue are statutory and 
with that hill in front of us we cannot climb the big mountain until 
we get by it. 

Mr. Curtis. That is what I want to direct my attention to. Can- 
not you legally now, as Commissioner of Internal Revenue, make 
these consolidations in the various collectors’ offices? Don’t you 
have that authority now? 

Mr. Duntap. We might have, but I think it would be inadvisable 
to put ony more people under the collectors under this present set-up. 

Mr. Curtis. Are there any other phases of this over-all reorganiza- 
tion Oe that could not be said to actually depend upon the P resident’s 
plan? In other words, to distinguish, I will refer to the President’s 
plan and the Bureau of Internal Revenue’s over-all plan. Are there 
any other phases of the Bureau’s over-all plan that could be accom- 
plished without Reorganization Plan No. 1 of the President’s? 

Mr. Duntap. As I said a while ago, there are a few minor decen- 
tralizations which we could still make without the plan, but we cannot, 
under any stretch of imagination, go ahead with the modern stream- 
lining and the modern—lI started to say “‘efficiencizing”’ of the Bureau 
envisioned by this plan, so long as that group of collectors intervenes 
in our way. 

Mr. Curtis. Sir, | appreciate your viewpoint and I am very glad 
to get it. I must be frank in saying that I do not quite understand, 
myself, why, in a great deal 90 percent, almost, of the changes on this 
chart, they could not be accomplished without Reorganization Plan 
No. 1. I am not arguing for or against. I am just presentingja 
viewpoint for your comment. 

Mr. Duntap. May I just inject a thought of my own, Mr. Curtis? 

The collector of internal revenue is a big re sponsibi lity. The kind 
of organization which it has and should have to do its job efficiently is 
a big responsibility in setting it up and in supervising it. We view 
that as a joint responsibility between us and the Congress, and JI, 
as Commissioner, certainly would not want to take those major steps 
without your knowledge or sanction. 

Mr. Curtis. There was a 1950 act passed by the Congress and 
signed by the President which gave vou certain powers for reorganiza- 
tion in the Bureau of Internal Revenue. 

Mr. Dunuapr. Gave to the Secretary. 

Mr. Curris. Yes. He testified Friday that those features had not 
vet. been accomplished but were in progress: is that correct? 

Mr. Duntap. I would say that other than a few minor delegations 
they have been effected, and that we have gone almost as far as we 
can until something is done about this plan. 
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Mr. Curtis. That reorganization, such as it is, is geared in or is 
reflected in these charts which show your over-all proposed reor- 
ganization. 

Mr. Duntar. That is what we hoped to be the picture, yes, sir. 

Mr. Curtis. I am going to refer to one of the specific recommenda- 
tions of the Hoover Commission. I mentioned four in interrogating 
Secretary of the Treasury Snyder, and I am going to quote from the 
task-force report. 

Under present practice, the tax assessing bureaus are virtually their own collec- 
tors and auditors. The same officers and staffs in the customs and in internal 
revenue have charge both of the assessment and of the collection of taxes. 

Then there is some more which I will leave out, and it goes on to 
make the following recommendation: 

In order to remedy this situation, it is suggested that arrangements be made 
whereby the actual receipts of checks and currency in payment of taxes in the 
offices of both the collectors of customs and internal revenue should either be 
supervised directly or reported immediately to the Treasury unit in the new fiscal 
service, 

They were recommending the new fiscal service. 

When I asked the question of Secretary Snyder, he said that was 
being accomplished now under the 1950 Reorganization Act, vet in 
looking at your charts, I cannot see where it is. 

[ am referring to your Department of the Treasury, Bureau of 
Internal Revenue, proposed organization of deputy district commis- 
sioner offices, organization chart. You have what you call a field 
office’s cashier and a cashier’s division but it still remains under the 
local district commissioner, deputy commissioner. How does that 
accomplish—if that is so—this basic recommendation of the Hoover 
Commission? 

Mr. Dunuap. I think what the Secretary said was being accom- 
plished was the study of the accounting methods set up by that same 
Hoover Commission report. 

Mr. Curtis. I asked him that, sir, too. [ am referring now to the 
actual receipt of checks and currency. I direct your attention spe- 
cifically to this very basic recommendation that the Hoover Commis- 
sion made. I am separating the two. 

Mr. Duntap. IL believe that possibly that was a task force recom- 
mendation and not a recommendation by the actual full Hoover 
Commission. 

Mr. Curtis. That perhaps is true, but going back to the meat of 
it 

Mr. DuntAp. I would think it would be the most cumbersome and 
awkward thing in the world. How are you going to separate the 
payments from the returns themselves? The law says that people 
in the internal revenue service shall prepare those returns and see 
them and handle them in that respect, and the checks and remittances 
come in with those returns. In my opinion, they must be handled 
at the same time as the returns are handled and processed. If they 
come into one office and are merely detached and sent on to another 
office rather than put in the bank, I think it would just be an unneces- 
sary duplication of the service. 

Mr. Curtis. In other words, you disagree with the recommenda- 
tion of the task force? 

Mr. Dunuap. In that respect, I do. 
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Mr. Curtis. And Secretary Snyder’s testimony was incorrect in 
saying that this proposed plan or the over-all plan that you have is 
gomg to follow this Hoover Commission task force recommendation 
in this respect. 

Mr. Duntap. No, I didn’t understand the Secretary to say exactly 
that. I understood him to say—and this is what I am saying—that 
it follows the principles outlined by the Hoover Commission report, 
but in details such as that, certainly there have been variances based 
on the other studies that have been made of the Bureau’s operation. 

Mr. Curtis. I don’t want to argue about it, but it seems what you 
are saying is that you are directly in conflict with them. I pointed 
out to the Secretary that there were, in my opinion, four basic features 
of the Hoover Commission recommendations, this being one of them, 
and that that was not complied with. 

Well, the other one, of course, was the recommendation that the 
customs collections also be turned into the Bureau of Internal Revenue 
and that, of course, is not a feature of this President’s plan or the 
Bureau of Internal Revenue’s over-all plan or the act of 1950; is that 
correct? 

Mr. Duntap. That is beyond my jurisdiction. I am concerning 
myself with the Bureau. 

Mr. Curtis. As far as that is concerned, that would be a policy 
level of the Secretary of the Treasury 

Mr. Dun ap. Yes, sir. 

Mr. Curtis. That is not in the plan? 

Mr. Duntap. No, sir. This affects only the Bureau of Internal 
Revenue. 

Mr. Parsons. I might state that we have supplied, in the record, 
in the Secretary's testimony a rather complete statement on the 
question of customs and internal revenue in answer to that particular 
point. 

Mr. Curtis. Setting forth 

Mr. Parsons. Some of the issues involved 

Mr. Curtis. A third feature, of course, in the Hoover recommen- 
dations, made by the task force, was the setting up of a legal counsel, 
and Mr. Hoffman has asked questions comcerning that. I believe it is 
now quite élear that under this reorgasization plan of yours and also 
the President’s plan, which is to implement this, the general counsel 
would be hired and subject to firing by the Secretary of the Treasury 
rather than the Commissioner of Internal Revenue. 

Mr. Dunuap. That is right. 

Mr. Curtis. In fairness, I will state this: Apparently, the Hoover 
task force is not clear on that because they said that it was suggested 
that the proposed revenue service should have assigned to it a legal 
counsel which would aid—and that would indicate that possibly at 
any rate the control as to appointment could remain under the 
Secretary of the Treasury. 

Mr. Dunuap. I believe you find that in another part of the Hoover 
report there was quite a discussion of how the General Counsel 
of the Treasury Department should be set up and I think you will 
find that they are now set up that way. 

Mr. Curtis. They recommended it as it is proposed in this plan? 

Mr. Dun tap. That is my understanding. 

Mr. Curtis. So that would be a compliance of that feature of it. 
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Mr. Duntapr. Yes, sir. 

Mr. Curtis. Now, in your studies of this reorganization plan, did 
you attempt to make any cost estimates of whether it would cost 
more or less under this proposed plan? 

Mr. Dunuap. No, sir. I did not. I consider that an utter impos- 
sibility at this stage. The only thing I considered, myself, was, as I 
tried to impress as we went through the chart, the various fields and 
opportunities for measured economies based on our consolidations of 
the various functions in those offices. 

Mr. Curtis. And I believe you already have testified, but I want 
to make it clear, that, in your opinion at any rate, from that general 
study, you do feel that this plan would result in economies. 

Mr. Dun tap. Operating economies, beyond question, Im my 
opinion. 

Mr. Curtis. Do you think any of those economies would be im- 
mediate? In other words, if this plan went imto effect this year, do 
vou suppose we could see some results within a year, or are you think- 
ing in terms of long-range economies? 

Mr. Duntap. I am thinking in terms of economies which would be 
worked out as the plan is completed and put into operation, we work 
the bugs out of it, if there are any in it. 

Mr. Curtis. Mr. Commissioner, are vou familiar with the bill that 
was introduced in the House June 15, 1949, H. R. 5174, which sought 
to reorganize the entire Treasury Department, with particular em- 
phasis on the Bureau of Internal Revenue? Are you familiar with 
that? 

Mr. Duntap. No, sir; I am not. 

Mr. Curtis. You were not Commissioner at that time?’ 

Mr. Dunuap. No, sir. 

Mr. Curtis. Do you know whether or not the Department or the 
Bureau of Internal Revenue made a study of that proposal? 

Mr. Dunuar. So far as our people know, we were not asked to make 
any study or report on it, and none was made. 

Mr. Curtis. Friday there were some questions asked with regard 
to whether or not the Paget report would be available to this com 
mittee. Is it available or will it be made available? 

The Cuamman. We have it here. ‘ 

Mr. Curtis. It is here? 

The CHAIRMAN. Yes. 

Mr. Curtis. I didn’t know that. That is all. 

The CHarrMan. Mrs. Church. 

Mrs. Cuurcu. I have three brief questions, Mr. Commissioner, 
which I shall ask vou, after I first congratulate you on your testimony. 

Mr. Duniar. Thank vou, ma’am. 

Mrs. Cuurcu. It seemed to me as honest as it was completely 
factual, 

When the Secretary was here on Friday I had meant to ask him a 
question in the afternoon when my turn came, but I was unable to 
come back, because of other duties for my district. 

I want to refer, if I may, to page 9 of his written statement, on page 
21 of the transcript, in which the Secretary said: 


) 


Since collectors are not appointed and cannot be remoy ed bv the Commissioner 
of Internal Revenue or myself, they are not fully responsive to the control of their 
superiors in the Treasury Department. 
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That is the end of the quotation. 

And my question is whether this is a hypothetical situation or have 
you actually in the conduct of the Bureau found many cases of so- 
called insubordination or of failure, if not insubordination, to follow 
out your policy, because there was not that direct control? 

Mr. Duntap. Since I have been here, no; but I have known of 
numerous instances in the past, Mrs. Church. 

Mrs. Caurcu. How would that operate, Mr. Commissioner? 

Mr. Dunuap. Well, for instance, the Bureau would publish in- 
structions on a detailed method of the way things ought to be handled, 
and the collector out in the district would say that he did not want 
to handle them that way and just handle them the way he wanted to. 

Mrs. Cuurcn. Without redress? 

Mr. Dunuap. Yes, ma’am. 

Mrs. Cuurcnu. My second question follows along the line of thought 
which I attempted to carry on this morning with Mr. Lawton. I 
think that vou were present at the time when I was questioning him. 

I discussed again my own interest in the rapid acceptance, so far 
as possible, of the Hoover plan recommendations and asked Mr. 
Lawton whether, in his opinion, the acceptance of this plan No. 1 
would mean an acceleration of the acceptance of the further plans of 
reorganization of the Department. 

Would you say that it would? 

Mr. Dunvap. I would say, Mrs. Church, that it is a matter bevond 
my jurisdiction because I confine my activities entirely to Bureau 
operations, but I would like to add that 1 know the Treasury as a 
whole has all of those things under consideration, and | think that they 
consider this as the first major step. 

Mrs. Cuurcu. Might I hope that as vice chairman of this afore- 
mentioned committee that vou will work with all of vour might 
toward further modernization of the Bureau? 

Mr. Duntapv. Yes. This committee that is listed there is the 
management committee for the Bureau of Internal Revenue. It has 
nothing to do with the rest of the Treasury Department 

Mrs. Cuurcn. As | understand, you do have plans for further 
reorganization of your own Bureau—it is those plans to which I refer 
particularly. 

Mr. Dun ap. I do not know that I understand you 

Mrs. Cuurcn. | understood the plan No. 1, if accepted, would aid 
in the further modernization of your own Bureau, is that correct? 

Mr. Dunuap. Yes, ma’am. 

Mrs. Cuurcn. Thank you. 

Then the last question, Mr. Chairman. You may have noted my 
own, perhaps, peculiar interest in this question of allowing employees 
to resign under charges. 

Can you give me for your own department, sav, for the last 5 or 
10 years the number of those who have been allowed so to resign? 

Mr. Dunuap. I understand that we are working those up in answer 
to a question that Mr. Hoffman asked the other day. It is quite a 
job to dig them all out. 

Mrs. Cuurcu. As vou remember, Mr. Lawton this morning advised 
me to ask each department individually. 

Mr. Dunuap. Yes. I think we promised Mr. Hoffman that we 
would have those figures. 
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Mrs. Courcu. You think that we will have those figures? 

Mr. Duntar. Yes. May I go a little further there in answering 
your question? Under the legal inte rpretations of the law as we have 
them, we cannot refuse to acce pta resignation. 

Mrs. Cuurcn. Even if charges are pending? 

Mr. Duntar. That would have no bearing, even though the man 
had resigned. Under the law we would have to accept his resignation. 
That would not stop us proceeding with an attempt to procure an 
indictment or prosecution where that is proper. That has happened a 
number of times this vear. 

Mrs. Cuurcnu. In other words, a man resigning under charges does 
not do so on a basis of not being prosec uted if he resigns? 

Mr. Duniapr. Not in my opinion; no ma’am. If a man is subject to 
ee he will be indie ted, whether resigned or not. 

Mrs. Cuurcu. Who would have the power to accept the resigna- 
tion? Is the acceptance mandatory? 

Mr. Duntap. Yes, as we understand, you cannot refuse to accept 
a resignation. 

Mrs. Cuurcnu. Do you feel, Mr. Commissioner, that a policy of 
allowing men to resign under charges, so to speak, is a wise one, or 
does it tend toward further laxity in government? 

Mr. Dunvap. | think the ruling under which we must accept resig- 
nations goes right back to the Constitution and is based on involuntary 
servitude considerations. 

In the cases where resignations of that nature come and we must 
accept them we do not stop any investigation going on. We go right 
ahead with it and determine whether the offense is indictable or not, 
and if it is, it goes immediately to the Department of Justice. 

A few of the charges that | am sure you are referring to are such 
things as improper conduct and things like that which are not indict- 
able causes. 

Mrs. Courcu. Thank you very much. That is all 

The CuarrmMan. Mr. McCormack. 

Mr. McCormack. General, in order to abolish the 64 collectors’ 
offices you would have to have some kind of statutory legislation, 
would you not? 

Mr. Dun tap. Yes, sir. 

Mr. McCormack. And that is one of the Important elements of 
this Reorganization Plan No. 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. In other words, you have taken certain admin- 
istrative steps now and certain limited activities to bring about 
rreater efficiency, is that correct? 

Mr. Duntap. Yes, sir. 

Mr. McCormack. And vou have reached the stone wall, so far as 
legislative authority is concerned? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. And with this legislative authority then you 
would go ahead and carry on other things within the Bureau which the 
approval of this plan No. 1 will permit you to go ahead and do which, 
probably, are connected up to a great extent with the wiping out of 
the collectors’ offices as such, is that correct? 

Mr. Duntap. That is correct, ves sir. 
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Mr. McCormack. So that this plan, in your opinion, is necessary 
for the complete reorganization of the Bureau of Internal Revenue 
that is contemplated now? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. Both what is before us specifically and what you 
intend to do later on? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. The reference bas been made to the Hoover 
recommendations. Of course, there are many task force reeommenda- 
tions that I remember in the Hoover Report that were not necessarily 
adopted by the Commission itself, is that correct? 

Mr. Dunxuap. Yes, sir, that is correct. 

Mr. McCormack. In substance, does this reorganization plan carr) 
out the recommendations of the Commission? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. By the way, personally, you have a civil service 
status vourself, have you not? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. Of course, as Commissioner it is of no benefit 
to vou under this plan—the Commissioner will be a noncivil service 
position? 

Mr. Dunwap. Yes, sir. 

Mr. McCormack. But you still have a permanent civil service 
status? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. And as you stated the other day there are about 
17 of the present collectors who have a permanent civil service status? 

Mr. Dunuar. Who came up through the ranks, ves, sir. 

Mr. McCormack. And under the law, under the civil service law 
which relates to any other Federal employee who has a permanent 
civil service status, thev can be permitted to take a noncompetitive 
examination for any other position which they are qualified to fill 
in accordance with the requirements of the civil service law, is that 
correct? 

Mr. Duniar. That is my understanding, ves, sir 

Mr. McCormack. If a person has a non-civil-service status the 
situation is different; in other words, a noncompetitive examination 
for a person with a permanent civil-service status is a legal right that 
exists if the head of an agency feels that a particular person with a 
permanent status is the one they want and is qualified to fill the 
position, is that correct? 

Mr. Duntap. That is correct. 

Mr. McCormack. And it is up to the Civil Service Commission to 
determine whether or not they meet the requirements? 

Mr. Dun tap. That is correct. 

Mr. McCormack. Of course, in turn, with a limitation of not more 
than 3 vears of two grade promotions, and so forth, which is during 
this fiscal vear, but that is an exception to the general proposition 
that I am addressing myself to now. 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. So a noncompetitive examination for one with- 
out a permanent civil-service status is one thing; a noncompetitive 
examination for a person with a permanent civil-service status is 
another thing. 
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Mr. Dunuap. That is correct, yes sir. 

Mr. McCormack. So if any of these 17 collectors are doing an 
excellent job and they meet the requirements of the sao as pre- 
scribed |by the Civil Service Commission, certainly would seem 
to be in the interest of the public and efficiency and : operation 
and team work in relation to yourself and whoever the Commissioner 
might be for these persons to exercise the rights they have under civil- 
service laws to take the noncompetitive examination, is that correct? 

Mr. Duntap. Yes, sir. 

Mr. McCormack. But that would be confined to the 17 who have 
a permanent civil service status? 

Mr. Dunuap. Yes, sir. 

Mr. McCormack. So that in permitting them to have an oppor- 
tunity to continue as deputy district commissioner they would only 
be given the rights which under civil service laws any other of the 
two and one-half million permanent civil service emplovees of the 
Government possess? 

Mr. Dunuap. That is correct, sir. 

Mr. McCormack. In other words, if I were a laborer and I took 
a laborer’s position under civil service laws and my name was reached 
on the list, certified, and I was appointed and I am ambitious and I 
wanted to study to be a customs emplovee—suppose I was a customs 
laborer and I wanted to study and become a clerk in the Bureau of 
Internal Revenue—lI am a clerk, and I am ambitious and I am going 
to night school and studying accountaney—one of the requirements, 
as I understand of a zone deputy collector is 18 months education 
in a school of accountancy or 2 vears practical experience in accounting 
work in lieu thereof—is that right? 

DuNn.taAp. Yes, sir. 

Mir. McCormack. Suppose I am a clerk and I am in any collector’s 
office and I have the ambition to go ahead and I go to night school 
and study accountancy and I put in, say, a couple of vears and then 
| go up and take the civil service examination and I pass it for zone 
deputy collector. With my permanent status as a clerk I could be 
promoted to the position of zone deputy collector, could I not? 

Mr. Duntap. Yes, sir. 

Mr. McCormack. Then I could get promotions in various grades 
as my efficiency and my work justified? 

Mr. Dunuap. Yes, sir; right on up the ladder 

Mr. McCormack. Are you satisfied that if this plan goes into 
operation while you cannot give us specific amounts that might be 
saved—and I think we can all understand the reasons for that 
that it will be for the best interests of the efficiency of vour depart- 
ment, and through efficiency greater production will result in savings? 

Mr. Duntarp. Unquestionably. 

Mr. McCormack. Either direct savings or by preventing the 
necessity in the future oi increased appropriations ii the present 
organization continues. 

Mr. Dun tap. Unquestionably, siz 

Mr. McCormack. I think that is all. 

The Cuairnman. Mr. Meader. 

Mr. Meaper. Mr. Commissioner, as I review these charts it seems 
to me that it is the center part, the district commissioner level, which 
is the new part. The deputy district commissioner level roughly 
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corresponds to the present collectors except there are six more posi- 
tions, is that not true? 

Mr. Dunuap. The possibility of six more. 

Mr. Meaper. Yes. 

Mr. Dunuap. That is what it is. 

Mr. Mrappr. Seventy instead of 64. 

Mr. Dunuap. Yes. 

Mr. Meaver. But that level corresponds to our present collector 
level? 

Mr. Dunuap. Yes. 

Mr. Meaper. Is that not true? 

Mr. Dunuar. Plus the other additional consolidations that I 
described this morning. 

Mr. Meaper. Can those consolidations be made aside from plan 
No. i 

Mr. Dunuap. No, they would have to come under plan No. 1; in 
other words the examining simplicity that I described this morning 
of one man going in instead of five during the year. That is the added 
feature at that level. 

Mr. Meraper. It is not traceable directly to Reorganization Plan 
No. 1, is it? 

Mr. Dunuap. Yes, sir, because we cannot assign that tvpe of 
personnel to collectors offices as they now are constituted. 

Mr. Meapver. | understand there are some modernizations and 
improvements in business methods, but on the total picture, the new 
thing about this plan is the level of 25 district commissioners, is 
that not true? 

Mr. Duntap. Yes, sir. The consolidation of them into that one 
office, of our various field offices into the one office, is a new feature. 

Mr. Meaper. What do you mean by your various field offices 
how many field offices do you have now? 

Ir. Duntar. Well, you could have seven in a given community 
right now. For instance, you have got the internal revenue agent in 
charge and the technical staff 

Mr. Mreaper. Well now, let me ask, do you have anyone now under 
vour present law between the collector and the Washington office of 
the Internal Revenue? 

Mr. Dunuap. No, sir. 

Mr. Meraper. So what is new about this plan is the creation of 25 
district commissioners who presumably will not be in Washington, 
but stationed around the country. 

Mr. Dunuap. Yes, sir. 

Mr. Mraper. My question is this, how large do you expect one of 
those offices to be in terms of personnel, one of those 25? 

Mr. Dunuap. That will, of course, depend on the work load in the 
particular district. We hope to have no office smaller than 2% 
million income tax returns, and 

Mr. Meaper. I am thinking in terms of this: Will each district 
commissioner have 200 or 500 or 1,000 employees under him—what 
do you have in mind about that? 

Mr. Duntap. In the district commissioner’s office as it would be 
constituted vou would now have consolidated the personnel from these 
other operating offices that I mentioned. 

Mr. Meaper. You mean out of the collector’s office? 
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Mr. Duntap. No, sir. In each one of these districts vou now have, 
as I say, officers of special agents in charge, you have offices of internal 
revenue agents in charge, you have the appellate staff officers, the 
Alcohol Tax Unit offices, and you have the district counsel offices. 
All of those things, you see, are brought together into that one 
district commissioner's office 

Mr. Meraper. Just let me interrupt to see if I understand. Are 
they not brought together, also, in the deputy district commissioner 
level? 

Mr. Duntap. Not on the technical level. Those technical people 
are brought together on the district commissioner’s level. The field 
men themselves, the examining agents, are brought together on the 
deputy commissioner’s level. 

Mr. Mraper. You are not able to give a figure at this time how 
large you expect those offices to be? 

Mr. Dun ap. I could say, I think safely, no larger than those that 
we contemplate now under our expanded activities 

Mr. Mraper. What size do vou mean for a district commissioner 
how large a group of people would he have working under him, each 
one of these 25 district commissioners? 

Mr. Duntar. Mr. Meader, I would not like to give vou a numerical 
firure, because it will vary from district to distriet in accord with the 
work load, but to give vou an example, in my office as internal revenue 
agent in charge in the State of Texas I had 90 clerical people and 350 
field agents. Under this plan those 90 clerical people, or, the largest 
percent of them, would go into the district office. The agents would 
vo into the deputy district commissioner’s offices and his branch 
offices. So that the personnel that we now have would be consolidated 
on that basis. And without the figures from the various regions and 
the way we would split them up it would be a difficult thing to say. 

Mr. Meaper. Well now, that leads to my se ‘ond question, that is, 


how did you happen to pick the number of 25; what was the basis of 
that? 

Mr. Duntap. On the work-load basis, in other words, no district is 
less than two and one-half million income tax returns. And, of course, 
some of them have to be larger than that. For instance, vou cannot 
split New York City into two districts. It is large) than that But 
two and one-half million income tax returns is the point of economic 


break in effecting the economies we hope Lo accomplish 

Mr. Mraper. My impression was that the district commissioner 
was the supervisor of the deputy 

Mr. Dun ap. He is, ves, sir 

Mr. Meaper. So that, according to this number, if you use the 
maximum of deputy district commissioners of 70 and you have 25 
district commissioners, that means each district commissioner will 
be responsible for something less than an average of three deputy 
district commissioner offices 

Mr. Duntap. Yes, sir. 

Mr. Meaper. The reason that raises a little question in my mind 
is that I notice that the judicial districts are based upon a much smaller 
number. And I think that most of these agencies, such as the OPS 
and the various regulatory bodies—I do not know whether they all 
run the same number—run somewhere around 10 instead of 25. 
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Mr. Duntap. Mr. Meader, none of those agencies have over 57.000 
employees and none of them have to handle $70 billion. 

Mr. Meaper. OPA was up somewhere around 50,000 in the last war. 

Mr Duntape They did not handle $70 billion, IT assure you. That 
is quite a responsibility. 

Mr. Meaper. I was just trving to get at the basis for 25 rather 
than 10 or 12, seeing that each district commissioner had less than 
three deputy district commissioners to supervise 

Mr. Duntap. It goes on a workload basis as nearly as we can figure 
it out to equalize the workload over the United States 

Mr. Meraper. This position of district commissioner seems to be 
a better job than that of a collector of internal revenue and is the new 
feature of this plan. I just wonder what the thinking was and what 
the planning was behind the creation of this new level. 

Mr. Duntap. Do not get the idea, please, that there are 25 new 
offices. 1 tried to bring that out in the chart this morning Mav 
[ have that chart back? 

Mr. Meraper. I have the same chart in front of me here 

Mr. Dunvap. Well then, | can get it right here. We have at the 
present time, for instance, 14 offices of our appellate staff. They are 
spread out now to 25 offices 

Mr. Meraper. Is that satisfactory, these 14 appellate offices? 

Mr. Dunuap. No, sir, they are snowed under right at the present 
moment. We have 14 Aleohol Tax Unit offices. We have 39 agents 
in charge offices, all over the country. 

Now the three purposes behind this district commissioner’s office 
and the district lines have been figured on a workload basis, are first, 
to give us a much tighter control over our entire system, second, to 
bring all of the taxpayer rights closer to the taxpayer, and third, to 
effect the economies which we can accomplish hy consolidating the 
mechanical features possible under this plan 

Mr. Mraper. The fact that you have 14 of these other offices 
comes somewhat nearer the number of regional offices for other Federal 
agencies. 

Mr. Dunuap. Let me give it to vou another different wav. We 
have almost 200 of those operating field offices which are now consoli- 
dated under this plan into 25. 

Mr. Mraper. You think that 25 is necessary? 

Mr. Duntap. I do, sir 

Mr. Meraper. A smaller number with fewer district commissioners 
would not be as good a system as vou have in the number 25? 

Mr. Dunuap. The minute we get fewer we get farther away from 
the taxpay er’s locale we lessen our type of control 

Mr.Meaper. I wish that you would give an illustration along the 
same line that vou did referring to vour own Texas operation to show 
just how some of these economies are going to be effected. | have in 
mind the criticism of the task force that Representative Curtis re- 
ferred to, and the criticism of the committee which said that you were 
not using verv modern methods in accounting, and so forth. IT am 
a little disturbed, the Hoover Commission reorganization plans were 
aimed at efficiency and economy and reducing the cost of government. 
I am disturbed that when we put them into effect, we can not point 
out that we have saved one single emplovee or one single dollar, 








140 REORGANIZATION PLAN NO. 1 OF 1952 


It seems to me if you got down to one single operation, you could give 
us an illustration of how the reorganization would work and point out 
where there would be a saving. 

Mr. Duntap. Let us take, for instance, this district right here which 
involves the States of New Mexico, Utah, Wyoming, Nebraska, Kansas, 
and Colorado. That will have, approximately, 3,000,000 income 
tax returns in that district. 

At the present time we have a small office in Wyoming that processes 
those returns. I am talking about the mechanical handling of them. 

We have a small office here doing it [indicating]. 

We have a small office here [indicating] and one here [indicating] 
and one here [indicating] and one here [indicating]. 

Mr. Horrman. Let me interrupt him there. When he says “‘here’’ 
and points to something on that map, when we get the record we will 
not understand what it is. If he names the States, it is all right. 

Mr. Dunuap. We have a small office in each of those States that 
Inamed. At the present time when you take the cost per return into 
account you cannot afford to install the most modern accounting 
methods in each of those offices. It costs too much. And our cost 
per return would be entirely out of proportion to what it is in a large 
office at this time, that handles, maybe, 3,000,000 returns, like one of 
the New York offices. 

Under this plan the mechanical handling of those returns could be 
centralized at one of these district offices where there are 3,000,000 
returns put in there and we can give them the latest mechanical 
treatment and get them right back out in the field for handling. 

It is a major economy, because it will eliminate all of that in these 
various States. That is one example. 

Mr. Mraver. Take the elimination of rents. Could you not make 
a calculation of how much rent you would save under this plan if you 
consolidated seven offices into one? I mean, someone should have 
been able to come up with some kind of estimate. 

Mr. Dunuap. Here is the trouble on that, Mr. Meader, talking 
about the question of rent alone, we are housed in various localities 
at the present time. In my own home city we are housed in several 
different buildings. That is not primarily due to the fact that we 
wanted to be housed in those buildings. It is due to the fact that 
under economic conditions we could not belp it. 

Mr. Meaprr. Could you not find the space? 

Mr. Dunuap. That is right. We had to get it wherever we could. 
As time goes along and we have this plan in operation we can avail 
ourselves of the opportunities of combining those things and maybe 
getting into buildings with cheaper rent and all of that. And to tell 
you today that we could combine those offices tomorrow and save 
the rent of five of them in one location might be wrong. 

Mr. Meapver. In other words, this plan does not have anything to 
do with the physical consolidation of your people, because you can do 
that anyhow with or without this plan if you could find contiguous 
space to house them? 

Mr. Dunuap. No, sir; we could not combine the people I am 
talking about, because they are collector’s people and we have got to 
have the elimination of the collector before we can do that. 

Mr. Meaper. So this plan will not necessarily eliminate the dupli- 
cation of office space. 
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Mr. Dun.ap. Yes, sir; it will. 

Mr. Mraper. Only if either you find some space already built 
that is suitable or come back to the Congress for an appropriation to 
build a building? 

Mr. Duntap. No, sir; we can combine office space in the localities. 
What I am saying is that I cannot give you any estimate of what it 
would save or the savings would be that would be effected, if any, 
because we do not yet know. You have leases made by the General 
Services Administration and other considerations to take into account 
before we in any locality can give up one lease and move these two 
offices into the other lease. That has to be worked out as we put the 
plan into operation in the various districts. Our eventual hope, 
what we hope to accomplish, in each one of these communities, 
whether it be some spot in California or in New York, is that the tax- 
payer can walk in the front door and get the answer to every tax 
problem he has, whereas now in some localities he has to go to as many 
as four and five different offices. 

Mr. Mraper. The same thing, I suppose, is true with the elimina- 
tion of duplication that you mentioned conducting examinations? 
Mr. Duntap. Yes, sir. 

Mr. Mraper. It seems to me that vou could make some kind of a 
less as to the man-hours that could be saved by that process. 

Mr. Dunuap. I was not thinking so much about man-hours, because 
it will take an internal-revenue agent just as long to examine that 
income tax return as it did before. The difference is that instead of 
having five different people going in there at five different times during 
the year, two or three people would go in there at the same time and 
get the encire picture and get out. 

Mr. Meraper. In other words, | misunderstood. I thought this 
plan, set forth on your chart, would result in saving man-hours of time 
of the personnel of the Bureau of Internal Revenue. You do not now 
claim that it will save any man-hours? 

Mr. Dunuap. I am not saying it will not save man-hours, because 
that is one operation that ] just described and should, when the thing 
is in full operation, save many, many man-hours. 

Mr. Mraper. Is there not any way of making an estimate of what 
man-hours would be saved? 

Mr. Dunuap. In my opinion, sir, you would be taking a wild, 
unjustified guess. 

Mr. Mraprer. Frequently, you have to guess when you are thinking 
about something in the future, and it seems to me that you people 
who have been in the business, familiar with the operations, that some 
kind of an educated guess would shed some light on whether we could 
expect savings. 

Mr. Dunuap. But at this stage of the game, while we are sure of 
the opportunities for economy, we are not in any position and I think 
it would be impossible to get in that position, where we could come in 
here and tell you that it will save so many hundreds of thousands of 
dollars or anything like that, because until it is actually in operation, 
as things go into operation and steps begin to mesh together, you see 
opportunities for more economies and better ways to do things and 
you adopt them and the result, of course, shows up in our less expen- 
sive operations, all the way through, but trying to make a blanket 
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guess as io how much rent we would save or anything like that I think 
it would be entirely inappropriate for me to atiempi that at this time. 

I might mislead you. 

Mr. Mraper. That is all, Mr. Chairman. 

The Cuatrman. Mr. Burnside. 

Mr. Burnsipe. | wish io compliment you on your clear way of 
presentation of the facts here this afternoon 

Mr. Duntap. Thank you, sir. 

Mr. Burnstpr. The Hoover Commission tried to accomplish these 
reorganizations and had iwo ideas in mind, the legislative changes and 
the administraiive changes. 

You feel definitely you cannot perform your duties properly under 
the reorganization plan unless vou have the legislative, so that vou 
could put the administrative changes into operation? 

Mr. Duntap. Yes, sir, 

Mr. Burnstpre. There is one other thing, too, 1 wish to call your 


aiteniion to and speak to vou about. Under civil service we have 
tenure, something that the Government! workers have been working 
for for many vears. They have cherished it. A job means a great 


deal more io them in civil service, because they know thai they will 
f they perform their work 


have years of service in the Government 
well. 

If it is a political appointee, he would not have tenure, would he? 

Mr. Dunvap. No, sir 

Mr. Burnsipe. Therefore, if you give orders as Commissioner to a 
man who has tenure he, certainly, would be more inclined to carry out 
those orders than tf he was merely a political appointee? 

Mr. Duntap. Yes, sir; I think so 

Mr. Burnstpe. There is one other thing here in administration. 
All of us who have studied public administration or who have done 
administrative work in Government realize that if vou have two 
hundred men as you have now in the present set-up reporting back to 
an administrator there is bad administration. The ideal is about 
18 to 25. : 

Mr. Duntap. Yes, sir 

Mr. Burnsipe. And this would give you the ideal report back to the 
C‘ommiussioner. 

Mr. Duntar. We feel that it will; ves, sir. 

Mr. Burnsipre. Thank you 

The CHatrman. Mr. MeVey. 

Mr. McVey. I, too, would like to commend vou, Mr. Commis- 
sioner, for your able presentation of this subject 

Mr. Duntap. Thank you, Mr. McVey 

Mr. McVey. You have a very large grasp of the problem and have 
been of help to the committee. 

Mr. Duntar. Thank you. 

Mr. McVey. There is one thing | should like to mention in regard 
to the statement which was made earlier this afternoon 

You offered as a criterion of economy in your bureau the fact that 
the cost of collection now, I believe, was forty-four one-hundredths of 
| percent. 

Mr. Dunuap. Yes, sir. 

Mr. McVey. That siaiement was made to this committee by a 
member of our group here last week. I do not believe that is a siate- 
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ment that is based upon a premise that is entirely sound, because if we 
should take it to be sound we would be basing our contention on the 
assumption that as collections rise, that is as che amount does, the cost 
will increase in proportion. I do not believe it follows that if a man is 
paving twice as much income tax as he did, say, 10 vears ago the cost 
ofgcollection would be twice as much. 

The same would be true, I would say, of a corporation. Then" 1 
would like te ask this question: Do you think that is a safe criterion 
for judgment and for economy and operation for a bureau io say that 
the cost of collection in terms of a certain percentage during the 
few vears has decreased? I am noi saving you have not practiced 
economy. I assume that vou have. But can we base judgment on 
an equaiion that sumple? Are there not other factors to be taken into 
consideration? 

Mr. Duntap. It must be one of the factors that is taken into con- 
sideration, as I see it, Mr. Congressman 

It is not altogether the answer, but in our field collections, for in- 
stance, as tax rates go up we have more delinquencies and we have 
more people who cannot pay when they should, and we have to 
have more deputies to go out and collect ti, so that particular phase 


ast 


of it increases as rates rise. 

As the volume of returns increases the mechanical cost of handling 
them, naturally, will decrease. 

So there are many factors that we have to watch to be sure that we 
have an economical operation, and we try to watch them closely, but 
the over-all guide, of course, and the thing which in the final picture 
always pays out is how much per dollar did it cost us 

Mr. MeVey. That is a safe criterion to judge whether or not we are 
practicing economy without considering other factors? 

Mr. Dun uae. I would not say it was a conclusive criterion; no, sir. 
Only by a constant surveillance of all of our operations can we be 
assured that we are practicing utmost economies 

Mr. MeVey. My objection arises by reason of my feeling that I do 
not think we can say that we are practicing economy because that 
percentage happens to drop a little, because there are so many factors 
that have to be considered. 

That is all I have, Mr. Chairman, thank you 

The Cuarrman. Mr. Blatnik. 

Mr. Buarnix. Mr. Dunlap, not to repeat, but to clarify, in my own 
mind the objectives of Reorganization Plan No. 1 of 1952, I will try 
to summarize what my understanding ts 

In the case you have presented so ably to this committee there are 
three major improvements provided for by plan No. 1. 

First, it corrects the basic weaknesses and inadequacies of the 
present antiquated machinery and replaces that with a new streamlined 
method in the best knowledge we have of good administrative proce- 
dures. Is that right? 

Mr. Duntap. Yes, sir. 

Mr. Buatnik. And No. 2, in addition to giving us new machinery, 
it provides for the improvement of personnel! selection, placing on a 
merit system rather than on a political preference, which rules in the 
appointent of many of the officials in the Bureau now, is that true? 

Mr. Duntap. Yes, sir. 
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Mr. Buatnik. You have, thus, improvement in machinery and in 
personnel, 

Then it provides for a separate and clear-cut system of inspection 
in which you have a continuous inspection and supervision of the 
machinery at work and also of the personnel, is that correct? 

Mr. Dunuap. Yes, sir; that is correct. 

Mr. Buarntik. In the case of this inspection, if they find any serious 
misuse of authority or let us say cases of outright fraud or embezzle- 
ment, what authority do they have in turning over that case to the 
proper judicial agency—would that be the Justice Department? 

Mr. Duntap. They would have authority to take corrective action 
on the spot where they deem that necessary. 

Mr. Biarnik. Will you repeat that—-they take what action on the 
spot? 

Mr. Duntap. Necessary corrective action. 

Mr. Buatnik. Let us say involving a serious matter, involving a 
bribe, where an employee had accepted a bribe, what would that 
corrective action be? 

Mr. Dun tap. Cause immediate suspension of that employee, for 
instance, until they could complete the investigation and then maybe 
the presentation of charges to the United States attorney. 

Mr. Buatrnik. I see. Would this system of inspectors be entirely 
separate, as I understand it to be from your chart, from the Intelli- 
gence Unit in the Department of the Treasury? 

Mr. Dunuap. Yes, sir. What is now known as the Intelligence 
Unit would confine its activities purely to tax investigations. 

Mr. Buarnik. In the case of fraud or misuse of authority of your 
own employees in your Bureau, the Intelligence Unit of the Treasury 
would have no jurisdiction or power to investigate them and bring that 
to light? 

Mr. Duntap. That would be investigated in the inspection service. 

Mr. Buarnik. I would like to point out that no system of adminis- 
tration in public service can be solved entirely by doing either one or 
the other, | mean, either improving the machinery and having a sound 
recruitment of personnel, nor can you ignore the machinery and say, 
“We will have antiquated machinery and solve it by having top-notch 
personnel.”’ It is a combination of both. 

Mr. Dunuap. Yes, sir. 

Mr. Buarnik. Reference was made earlier to the frailties of human 
nature, that they were largely responsible for misuse of authority. If 
I may present my personal thinking, and you may or may not comment 
as you wish on this, it is not so much a question of frailties, because I 
do not care how frail a person may be, it takes two to make a crook; 
does it not? 

Mr. Dun.ap. Yes, sir. 

Mr. Buarnik. Someone has to reach out and find these frail people 
and work upon them. 

Would your inspection system have any authority here, let us say, 
in a case of an outright bribe, not only carrying out the investigation 
and proceedings against the employee in the Bureau, but also what- 
ever taxpayer may be involved who is paying the bribe? 

Mr. Dunuap. They would have full authority to present all of the 
facts to the United States attorney; yes, sir. 














REORGANIZATION PLAN NO. 1 OF 1952 145 


Mr. Buarnix. Then the United States attorney can proceed to 
prosecute? Under our present set-up as we now have it, let us say, a 
taxpayer pays a bribe to an employee in your Bureau. Is there any 
law that is violated by that payment of that bribe which would make 
the payer of that bribe guilty of an offense and, therefore, liable to 
prosecution? 

Mr. Duntar. I do not know. I just do not know. We would 
have to look that up and advise you. 

Mr. Biarntk. I hope you will. I am interested, because I do 
believe that it takes two to make a crook. I do not care how frail a 
person is, he cannot crook himself. I am very much interested in 
that point. It has not been touched on in this hearing so far at all. 

That is all | have. Thank you very much. 

Mr. Duntap. Thank you, sir. 

The CHarrman. Mr. Bush. 

Mr. Busu. Mr. Commissioner, I have been very much impressed 
with your thorough knowledge and your forthright statements 
relative to this reorganization plan. I think you are to be com- 
mended for your knowledge and presentation 

Mr. Duniap. Thank vou very much. 

Mr. Busu. There seems to be a lot of emphasis placed on the 
civil-service angle of hiring the employees. 

How many are under civil service at the present time in the Bureau, 
percentagewise? 

Mr. Duntar. Well, there is such a tiny portion of 1 percent that 
are not that maybe I had better tell you the numbers. 

Mr. Busn. Most of them are under civil service today? 

Mr. Dun ap. By far the largest percentage. Only the 64 collec- 
tors and only the top management level in the Bureau are not under 
civil service. 

Mr. Buen. I think there is a certain amount of weakness in any 
plan—certainly there is a certain amount of weakness in the civil 
service plan. Whether it is the best plan to man these responsible 
positions or not, I sometimes wonder because | think that if you had 
that under your jurisdiction, you being solely responsible for the 
Bureau, where you could select your own men for these top jobs, it 
seems to me that you would have more jurisdiction over them and get 
better men, better qualified men, because you could set your own 
standards. 

Do you not agree with that? 

Mr. Dunuap. No, sir; I cannot agree to that all the way down the 
line. There are merits and demerits to both plans. And I think 
in considering a thing of this kind we have to consider both the merits 
and the demerits to come up with the proper answer. And after 
watching the service for 18 years I am of the opinion, sir, that the 
long-run interests are best served by career service, where a man can 
start at the bottom and go right through to the top. 

Mr. Busu. What method have you got? You take in civil service, 
naturally, you get some undesirables, it makes no difference what plan 
you have—you will get some undesirables. 

Mr. Duntap. Yes, sir. 

Mr. Busu. What plan do you have to get rid of these people under 
civil service —it is a pretty bard job; is it not? 
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Mr. Duntap. Mr. Bush, I have heard a lot of talk about how 
difficult it was, but | have been in charge of some pretty big field 
installations and I have never encountered any difficulty in getting 
rid of undesirable employees. I have complied with the laws and 
I have never encountered any undue difficulty in getting rid of any 
employee who is not measuring up to my standards. 

Mr. Busu. That is fine. I am glad to hear someone make that 
statement, because | know in my own State under some of the civil- 
service operations there is just not too much efficiency in their set-up 
and it seems to me that these top important people, it would be very 
desirable to me, if 1 was the head of that Bureau, that I could really 
make my own selection there to do the kind of a job that I felt must 
be done if 1 were the head of it. 

Mr. Dunuap. Yes,sir. As I say, there are both merits and demerits 
to be considered. 

Mr. Busu. As your present plan exists today, your examiners 
are behind a couple of years, in some cases 3 years, getting around to 
making examinations. 

Mr. Dunuap. Yes, sir; that depends on the workload in any given 
area, of course. By the very nature of the law itself there must be 
a minimum of a year and a half behind. 

Mr. Busu. A year and @ half? 

Mr. Duntap. Yes, sir. 

Mr. Busx. Do you think with this new plan that you can be more 
current with those examinations and bring about some efficiency, then, 
that will make them more current? 

Mr. Dunuap. One of our primary objectives in this is to bring the 
taxpayer’s final answer more quickly. 

Mr. Busn. | think that is desirable from the taxpayer’s standpoint. 

Mr. Dunuar. Unquestionably. It is most advantageous to busi- 
nessmen to get those answers quickly. That is one of our very definite 
voals. 

Mr. Busu. That is right. 

[ was very much impressed with your familiarity here with your 
plan. However, I was not impressed with the weakness of not know- 
ing whether you are going to effect a saving, whether there will be some 
economy. 

[ do not want to be critical, but it just seems to me that there is 
quite a weakness there. 

Is it because of a lot of haste here that this thing had to be put 
together in a hurry and has not given you time to study this plan and 
work out what savings could be effected? I know in my own business 
I certainly know pretty well where I am going. I get my monthly 
operating statements. 1 know where I am going. 

Is it haste that caused you not to have time enough to study this 
long enough? 

Mr. Duntap. No, sir; it is not that. If you will permit me to give 
you my thinking on it, there is definitely tremendous possibilities for 
economies in the plan. 

Mr. Busu. IL believe that. 

Mr. Duntap. Those stand out, but the constantly changing picture 
in the internal revenue service is of such a nature that an estimate is 
totally valueless tomorrow. 
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In the past session of Congress while we could have made you an 
estimate prior to the time the gambling taxes were enacted and prior 
to the time the other tax bills were enacted, fine—we could have done 
it. Now we are faced with coming back to the Congress and saying, 
“Tn the light of these enactments we think it will take us so many more 
people. Our estimate is that it will take so many more people to 
collect this gambling tax and do this and the other.”’ 

You may see fit to give us one-half of those people. You may 
see fit to give them all. 

So that any estimate that we make today will be completely obsolete 
a month from now. Or any estimate that we made before the passage 
of the last act on October 20 would have been completely obsolete 
on December 1. 

So we devoted our efforts to developing the avenues through which 
these economies can be effected rather than spreading ourselves out to 
try to arrive at details of how much it would be at any given time. 

Mr. Busu. I can appreciate that with the responsiblity of collecting 
more taxes vour job is much greater and it takes more personnel to 
look afterit. lean appreciate there is some doubt there as to what the 
estimation of saving will be, but percentagewise I think there ought 
to be some figure, some guess, or something that the public would feel 
was a little economy that was being effected im this reorganization 
program, rather than a hasty program put through to make the public 
feel good that there was something being done about the plan, so 
that there would be no more misconduct or bad behavior in the 
Bureau. 

Mr. Dunuap. I understand exactly what you mean, sir, but | 
want you to understand my position, also, that I think it would be 
almost impossible to try to tell you that we would save 5 or 10 percent 
because largely that is going to depend on the enactment of Congress 
itself 

Mr. Busu. I appreciate that. 

That is all, Mr. Chairman. 

The CuarrmMan. Mr. Curtis. 

Mr. Curtis. I just wanted to ask a couple of more questions about 
the Paget report which | have just had an opportunity of very quickly 
going through. 

First of all, before 1 ask you any question, I note that it is marked 
“strictly confidential.” Just how am I to treat that? What does that 
mean, “strictly confidential’’? 

Mr. Dunuap. I have no idea. It was probably put on there while 
it was still under study by the various committees 

Mr. Curtis. But so far as Congress is concerned, we can discuss it; 
can we not? 

Mr. Dunuap. Sure, it was put on there for that purpose, Mr. Curtis 

Mr. Curtis. How many copies of this were made? | notice that this 
is copy number —, and the number that was on here has been erased 
How many were made of this? 

Mr. Dun ap. I believe there were 100 copies in existence. 

Mr. Curtis. The reason I asked to have time to question on this 
is that, in thumbing through it, right at the end they have what | 
expected would be in any report of this nature, a summary of potential 
savings, and they state, which is true, the savings which may be 
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expected to accrue from each of the recommendations offered in eight 
instances, sufficient data were available to prepare an estimate of 
man-hours which might be conserved, expenses which would be 
incurred, and a recapitulation of savings and costs of these recom- 
mendations is presented. 

Then they go on and give us details of 1,547,000 man-hours in one 
instance, and then later on some others—they give other estimates. 
But the point I am making, sir, is that in any proposal of this nature 
of reorganization you usually do try to make some sort of an estimate 
of man-hours and savings, just as they did in this very report which 
was submitted to the Bureau of Internal Revenue. 

Now, I presume that you did adopt some of these specific reorgan- 
izations or proposals in here. 

Mr. Duntap. Most of the suggestions contained therein for the 
savings of man-hours have to do with our mechanical operations and 
are already in effect. We have already adopted them and put them 
into operation. 

Mr. Curtis. You mean in those eight instances? It is just an 
observation, but it would seem to me that a thorough study of a plan 
would have done just what they have done here—given some estimate 
of savings. 

The Cuarrman. Mr. Curtis, at the time that was made I do not 
think they had these additional duties that would require more men. 
Certainly at this time business is greater. 

Mr. Curtis. I agree that these estimates are out of date. 

My only point is that estimates can be and should be made. I ap- 
preciate the gentleman’s sincerity, but, franklv, it seems to me that 
we could have been given a great deal of information on potential 
savings. 

Mr. Meaprer. | just want to note for the record that the Paget 
report also recommends 6 district commissioners rather than 25 as in 
this plan before us. 

Mr. Dun tar. But on an entirely different basis from this plan, sir. 

Mr. Mraper. | daresay there are a lot of variations, but I noticed 
that. 

Mr. Duniap. They recommend that those six districts be set up 
on an entirely different basis, on an entirely different premise from 
those set up in this report. Altogether, | think vou will find, as you 
read the plan, that thev think it should be regionalized, but not on the 
same basis as this plan here. 

Mr. Curtis. Is this copy going to be with the committee? 

The CHarrMan. It will be returned when we are through with it. 

Mr. Curtis. We can keep it for a few weeks? 

The CuatrmMan. Mr. Hoffman? 

Mr. Horrman. A cominittee member asked you about settlements, 
and as I understood you, you said that if the taxpayer was willing to 
abide by the claim of the deputy—— 

Mr. Dunuap. The examining agent; ves, sir. 

Mr. Horrman. It did not go any higher? 

Mr. Duntap. If they are going to reach an agreement. 

Mr. Horrman. Who makes that settlement, the deputy or the 
examining agent? Are they one and the same individual? 

Mr. Duntap. Under the present set-up it could be the deputy 
collector and the internal revenue agent, either one. 
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Mr. Horrman. And along comes a fellow and looks over my tax 
return and states, “You »we the Government so much.” 

I say, ‘‘No, I do not.” 

He says, ‘Well, give me a check for $5 and we will call it all right. I 
will recommend a settlement.” 

Who passes on that, the fellow that talks to me? For instance, in 
mv case the man from Kalamazoo, or does it go to Detroit or come to 
Washington? 

Mr. Duntap. The review of his report? 

Mr. Horrman. Yes. 

Mr. Dunuap. It is done at the present at the level of the office 
from which he came, whether the collector's or the internal-revenue 
agent’s office, and then is rereviewed in Washington. 

Mr. Horrman. At Kalamazoo or Detroit or here? 

Mr. Dun tap. Detroit nm your case, sir. 

Mr. Horrman. In Detroit. And under this new plan, who would 
have the final say on that? 

Mr. Dunuap. The district commissioner for that area. 

Mr. Horrman. As brought out by one of the members, I under- 
stood you to say that if the taxpayer and the deputy—is that right?— 
agreed upon the settlement, that was it? 

Mr. Dun ap. If they agree on it, that is it. 

Mr. Horrman. You do not have to go back; in my case it would not 
have to go to Detroit? 

Mr. Dunuap. That is right. 

Mr. Horrman. That would make it easy for the Kalamazoo fellow 
to settle the case, if he and I agree that is all there is to it? 

Mr. Dunuap. That is right, where the taxpayer and the agent agree 
and sign the agreement. 

Mr. Horrman. You are familiar with that report of the California 
Crime Commission; are you not? 

Mr. Dunuap. I am not too familiar with it; no, sir. 

Mr. Horrman. In there it sets forth half a dozen or more cases 
where racketeers with their incomes running up above $100,000 
settled with someone in the Department out there. Is that still 
possible? 

Mr. Duntwap. It never was possible. The grand jury investigated 
those statements out there in Los Angeles, and the Federal grand jury 
savs there was nothing to it. 

The grand jury that went over that report said that that was un- 
founded—that statement. 

Mr. Horrman. That there was not anything to it? 

Mr. Dunuap. That is right. 

Mr. Horrman. The fellow told here vesterday that eight of these 
fellows were convicted. 

Mr. Dunuap. But they did not settle their cases. They were 
convicted. 

Mr. HorrMan. They tried to. 

Mr. Duntap. Maybe they did maybe they did trv to, but they 
were still convicted. 

Mr. Horrman. Do you mean that nobody in California settled his 
tax case? 

Mr. Dun ap. Not on an illegal basis that we know any thing about. 
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Mr. Horrman. Have not some of those fellows been convicted, 
because they did settle them? 

Mr. Duntap. They attempted to settle. 

Mr. Horrman. That is all anybody was ever convicted of? 

Mr. Duntap. That is right and tax frauds. 

Mr. Horrman. Then the Department does not know of any case 
where a fellow made an illegal settlement? 

Mr. Duntap. Not that has not been corrected; no, sir. 

Mr. Horrman. I did not ask you that. 

Mr. Dunuap. I personally know of no case that has been improperly 
settled. 

Mr. Horrman. You do not know of anyone in the Department who 
knows of an illegal settlement where the man has been convicted, 
either one? 

Mr. Dunuar. No, sir. 

Mr. Horrman. You were pointing to that chart up there. As I 
understood in that particular district—which one is that? Whiclhr 
district was that? 

Mr. Duntapr. That illustration? That was at 

Mr. Horrman. What is the number? 

Mr. Dunuap. It is not numbered. There is no number on it. 

Mr. Horrman. If you did not have the pointer, how would you 
tell me where it is? 

Mr. Duniar. The Denver area. 

Mr. Horrman. How many offices were there in that district? 

Mr. Duntap. At the present time, sir, there are six collectors of 
internal revenue, a special agent in charge, internal-revenue agent in 
charge, an alcohol-tax supervisor, supervisor of accounts and collection 
office, chief counsel representative office, and a division counsel's 
office, I believe. 

Mr. Horrman. Well, now, if a citizen off in one corner of that dis- 
trict had a controversy with somebody in the department, does he 
go to that district office or to an office in his locality somewhere nearby? 

Mr. Duntap. Yes, sir. 

Mr. Horrman. And that is his right? 

Mr. Dunuapr. Yes, sir. 

Mir. Horrman. And they may call him in? 

Mir. Dunuar. Yes, sir. 

Mr. Horrman. Do you intend to put them all down in one place? 

Mr. Dun tap. No, sir. 

Mr. Horrman. I thought vou were going to centralize the thing. 

Mr. Dunuap. Are vou referring to the appeals procedure? 

Mr. Horrman. No, no; the collectors. 

Mr. Duntap. No, sir; the collector’s functions would be performed 
out in the communities where they are right now. 

Mr. Horrman. They are going to stay there? 

Mr. Duntap. Sure. 

Mr. Horrman. You are only going to bring in the appeal agencies’ 
offices? 

Mr. Duntap. No, sir; we are merely consolidating them. As I 
said, out here now, all over the United States, we have only 14 of those 
offices for the whole country. 

Mr. Horrman. Just stick to that one district that you have there. 

Mr. Dun ap. It is at Denver now. 
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Mr. Horrman. At Denver and it will stay? 

Mr. Duntap. I would not say definitely where the district office 
would be, but it will be in the center of the district as nearly as we can 
place it. 

Mr. Horrman. It will be one point? 

Mr. Dunuap. Yes, sir. 

Mr. Horrman. Then what, if any, offices do you intend to con- 
solidate? 

Mr. Duntapr. We intend to consolidate the offices of the agents in 
charge, the special agents 

Mr. Horrman. The different branches of the service? 

Mr. Dunuap. That is right. That is what I am naming, the 
office of internal agents in charge, offices of the special agent in charge, 
offices of the Alcohol Tax Unit—all of those will be consolidated. 

Mr. Horrman. If the taxpayer lived off in the northeast corner there, 
he would have to go to Denver now if he had trouble; would he? 

Mr. Dunuap. Yes, sir. If he appealed—only if he appeals. 

Mr. Horrman. If he did not appeal, he could set it right up at 
home? 

Mr. Dunuap. That is right. 

Mr. Horrman. After this goes through, he can do the same? 

Mr. Dunuap. Yes. 

Mr. Horrman. There will be no consolidation or centralization 
there; is that right? 

Mr. Dun tap. No, sir. There is a consolidation of all of those offices 
I named into one district commissioner’s office. 

Mr. Horrman. They are all appeal offices, as I understand. 

Mr. Duntap. They are examining offices, too. 

Mr. Horrman. What kind of offices? 

Mr. Dunuar. Functioning offices, special agent in charge, who work 
all of our fraud cases, things of that kind. 

I think what you mean, sir, is if the taxpaver and the examining 
officer do not reach an agreement way up here in this corner of the 
area, What would happen to him? 

Mr. Horrman. What happens now and what will happen under 
this plan? 

Mr. Duntar. What happens now is that if he does not agree, the 
case is sent in to the central office and he is given the right to appear 
there and protest the findings. That would not be changed. He 
would still have that right, except for one thing. If you will notice 
on this chart of the deputy district commissioner here [indicating], it 
is called field office—the front, main chart. Under that appellate 
division in the district commissioner’s office you will see a little line 
that says “Field office.” 

That means that as the dockets accumulate, these people that want 
to protest the findings of the agents—our circuit riders, if vou want 
to call it that, will go out from this office and hold hearings where the 
case load justifies that for the taxpayers’ convenience; in other words, 
if 10 taxpavers up in this country protest an agent’s findings, these 
people will make appointments and go up here and hold those hearings 
there, rather than make them come to Denver. 

The same thing would be true in the other States as vour load 
justifies. 
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Mr. Horrman. My only difficulty was—and Mr. Meader seems 
to be having the same difficulty—I have not been able to see where 
you will get less expense for the Government. 

Mr. Dunuap. I think the consolidation of the offices presents a 
vast field in that regard. 

Mr. Buarnik. And reducing travel. 

Mr. Curtis. [ have no question, but 1 wondered if at this point 
in the record I could put in the answers to the questions that the 
Commissioner, | guess, has made to the questions | submitted to them 
on Friday. I thought I would put these in now. 

Mr. McCormack. I think it would be a good idea. I was going to 
suggest it to vou. 

Mr. Curtis. I can refer to them and ask the individual questions. 
[ think it will be best to have them here, if I may do so. 

The CHarRMAN. Yes; that will be done. 

(The questions and the answers referred to are as follows: 


Mr. Curtis’ Request, Pace 103 or tHe TRANSCRIP1 


Question. (1) ‘‘Under existing law, the taxpayer who files suit in the district 
court against a collector of internal revenue for refund of taxes is entitled to a 
jury trial. What becomes of this valuable right to a trial by jury if Reorganiza- 
tion Plan No. 1 is adopted and the Office of Collector abolished?”’ 

Answer. Under Reorganization Plan No. 1 of 1952, there will be deputy 
district commissioners, at least one for each State, who will take over the functions 
now performed by the collectors of internal revenue. The Supreme Court has 
held (Philadelphia v. The Collector, 5 Wallace 720 (1866)), that a suit to recover 
money on account of taxes erroneously or illegally assessed is maintainable 
against a collector not by virtue of a specific statutory provision but as a result 
of the necessary implication arising from the provisions of law which impose 
upon him the authority and duty to collect taxes and remit them to the Treasury 
of the United States. The suit is thus in the nature of a common-law action of 
assumpsit for money had and received. Under the proposed reorganization plan, 
all functions, duties, and responsibilities which, by Supreme Court precedent, 
are made essential to the founding of a suit for money had and received against 
an officer or employee of the Federal Government in a tax proceeding will be 
imposed upon the newly created deputy district commissioners, and thus the 
presently existing right of trial by jury will not be disturbed in any manner. 


Mr. Curtis’ Request, Pace 103 or THE TRANSCRIP1 


Question. (2) “In your opinion, should a taxpayer suing for refund be entitled 
to a jury trial, whether the suit is brought against the collector or the United 
States? If not, why not?” 

Answer. Since 1887, Federal law has denied the right to a jury trial in suits 
against the United States, whether for tax refunds or other claims. In practice, 
however, a taxpayer may have a jury trial in a tax-refund suit by proceeding 
against the collector instead of the United States. In either case the real party 


in interest is the United States. 


One method of simplifying the tax-refund procedure might be by granting a 
jury trial in tax suits against the United States. While the Treasury Department 
would not object to the examination of this matter, this is not a proper subject 
of a reorganization plan. Moreover, the Department of Justice, which has an 


important role in the tax-refund suits, would want to present its views on the 
question, 

As indicated previously, the taxpayer’s right to a jury trial is 
the reorganization plat 


preserved under 


Mr. Curtis’ Request, Pace 104 or trHE TRANSCRIPT 


Question. (3) “Suppose the suit is for refund of taxes and penalties assessed 
for alleged fraud in the return. Should the taxpayer have the right to a jury trial 


on the question of fraud? If not, why not?” 
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Answer. Under the present law, a taxpayer has the same right to a jury trial 
in a suit to recover penalties assessed for alleged fraud as he has in a suit for refund 
of taxes. As previously indicated, this right to a jury trial will continue under the 
reorganization plan, 


Mr. Curtts’ Request, Pace 104 or tHe TRANSCRIPT 


Question. (4) ‘‘Would you object to an amendment to the pending reorganiza- 
tion plan, giving the taxpayer the right to a jury trial in tax refund suits in the 
district courts?” 

Answer. In view of the fact that a right to jury trial will continue, as indicated 
previously, there is no need for any amendment to Reorganization Plan No. 1 
of 1952 to give a taxpayer a right to a jury trial Sin tax refund suits in the district 
courts 

It should be noted, of course, that there is no provision in the Reorganization 
Act of 1949 for amendment of a reorganization plan submitted under it. 


Mr. Curtis’ Request, Pace 104 or THE TRANSCRIPT 


Question. (5) ‘“‘Would each of the 25 (or less) district commissioners have 
complete euthority to 

a) Settle and compromise deficiencies in tax asserted by an examining 

agent? 
‘“(bh) Decide whether or not the Department of Justice shall be asked to 

indict a taxpayer charged with fraud? 

c) Reject claims for refund? 

d) Issue rulings as to the tax consequences of transactions, past or 
prospective? 

(e) Rule on the tax-exempt status of taxpayers who request a ruling?” 

Answer. (a) It is assumed that this part of the question relates to the ordinary 
determination of tax and settlement of controversi®l issues involving tax liability. 
The authority for such settlements will repose, as under existing procedure at the 
local level, which meens (under the reorganization plan) in the office of the deputy 
district commissioner. An appeal, however, may be taken to the appellate division 
which will function under the district commissioner 

(b) The recently announced arranzements for direct referral from the field of 
recommendations for prosecutions in tax-traud cases, which are presently in 
effect, will not be changed. Under these arrangements field attorneys of the 
Bureau refer cases directly to the Department of Justice. The district com- 
missioner will not, therefore, have the function of deciding whether the Depart- 
ment of Justice shall be asked to indict a taxpayer charged with fraud 

(c) As under existing procedure, the authority to reject claims for refund will 
be in the field, which, under the reorganization, will be at the deputy district 
commissioner's level An administrative appeal may be taken to the appellate 
division of the district commissioner’s office. 

(d) Rulings as to the tax consequences of prospective transactions will continue 
to be issued from Washington. tulings as to past transactions generally are 
made in connection with a determination of tax liability upon the examination 
of a return, and such rulings will continue to be made at the local level (deputy 
district commissioner's office), with the right of appeal to the appellate division 
of the district commissioner’s office. 

e) Rulings as to exempt status will continue to be issued from Washington. 


Mr. Curtis’ Request, Pace 105 or THE TRANSCRIP1 


Question. (6) “If not, where would the review of such action rest, and who 
would have authority to make the final decision?” 

Answer. The answers to these questions have been covered in the answers to 
Mr. Curtis’ request (No. 5) as to the authority of the 25 (or less) district com- 
missioners 


> 


Mir. Curtis’ Request, Pace 105 or tHe TRANSCRIP1 


Question. (7) “In what ways would the following procedures be changed: 
a) Review, and hearings thereon, of deficiencies recommended by examining 
agents? 
‘(b) Appeals to the technical staff, and hearings and settlements with the 


4 ») 
technical staff 
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““(c) Settlement of cases docketed before the Tax Court? 

‘‘(d) Trial of cases before the Tax Court? 

“(e) Hearings in connection with a special agent’s recommendation for criminal 
prosecution for fraud?” 

Answer. These procedures will not be changed. It is contemplated that more 
local facilities will be made available for hearings and appeals. 


Mr. Curtis’ Request, Pace 105 or THe TRANSCRIPT 


Question. (8) ‘‘How many of the present collectors and deputy collectors 
would be eligible for appointment as ‘district commissioner of internal revenue’?”’ 

Answer. District commissioners will be selected under rules and procedures laid 
down by the Civil Service Commission. Present collectors and deputy collectors 
will have the same opportunity to compete for appointment to these positions 
that other citizens have. 


Mr. Curtis’ Request, Pace 106 or THE TRANSCRIPT 


pry 


Question. (9) ‘‘Would the salaries of these district commissioners be uniform‘ 

Answer. It is contemplated that the salaries of the district commissioners will 
be uniform. However, final authority to fix their salaries will be vested in the 
Civil Service Commission. 


Mr. Curtis’ Request, Pace 106 oF THE TRANSCRIP 


Question. (10) ‘‘What would be their (district commissioners) salaries?” 
Answer. In the Treasury Department’s judgment the responsibilities of the 
district commissioners will warrant the highest grades authorized under the 
Classification Act of 1949, as amended. As indicated previously, the final 
authority for fixing these salaries is not the responsibility of the Treasury Depart- 
ment. 
Mr. Curtis’ Request, Pace 106 or THE TRANSCRIP’ 


Question. (11) “Would the present Assistant Commissioner, Special Deputy 
Commissioner, and Deputy Commissioner be eligible for appointment to the new 
office of Assistant Commissioner of Internal Revenue?”’ 

Answer. The positions of Assistant Commissioner will be filled under rules and 
procedures laid down by the Civil Service Commission. The present Assistant 
Commissioners, Deputy Commissioners, and the Special Deputy Commissioner 
have civil service status, and therefore would appear to be eligible for appointment 
to the new Assistant Commissioner position. 


Mr. Curtis’ Request, Pace 106 oF THE TRANSCRIPT 


Question. (12) ‘‘What duties are contemplated for the 70 officials mentioned 
in section 2 (a) (3) of the plan? List the jobs in the present set-up that would be 
taken over by these 70 official Would the individuals who hold these present 
jobs be given appointments as part of the 70?” 

Answer. The 70 positions are those which under section 3 of the plan may, 
upon approval by the Civil Service Commission, be placed in grades above GS-15 
of the classified civil servic The actual number, not exeeeding 70, ta be ineluded 
in these grades will be determined by the Civil Service Commission The duties 


which, in the view of the Civil Service Commission, will entitle a position to a 
grade above 15 will have to be determined upor the basis of standards of the Com- 


mission Typical of the field positions to be considered for allocation to grades 
above GS-15 are those of deputy district commissioner, chief inspector, head of 
legal staff, head of appellate division, head of collections division, head of enfore 

ment division, ete. The titles of these positions are descriptive of their duties 


and of the jobs in the present set-up that might be taken over by them. 
Mr. Curtis’ Request, Pace 106 or THE TRANSCRIP1 


Question 13) “Specify the functions mentioned in section 4 of the plan 
Answer. Statutes enacted since the effective date of Reorganization Plan No. 26 
of 1950, which have, apparently inadvertently, placed functions in officials of the 
Bureau of Internal Revenue, including the following 
Public Law, 716, Kighty-first Congress 
Publie Law 756, EKighty-first Congress 
Public Law 919, Kigh 


iy v-first Congress 
Public Law 71, Kightv-second Congress 
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Section 4 has no effect upon section 5012 of the Internal Revenue Code, which 
authorizes the Joint Committee on Internal Revenue Taxation to secure data 
and information directly from the Bureau of Internal Revenue. Whether or not 
Reorganization Plan No. 26 of 1950 affected that provision, there can now be no 
doubt, in view of the provisions of Public Law 2, Fighty-second Congress, that 
neither Reorganization Plan No. 26 of 1950, Reorganization Plan No. 1 of 1952. 
nor any other reorganization plan, can take away the authority of the Joint Com- 
mittee to secure data and information directly from the Bureau. 


Mr. Curtis’ Request, Pace 106 oF THE TRANSCRIP’ 


Question. (14) ‘What present powers, duties and responsibilities of the Com- 
missioner of Internal Revenue would be taken from him and given to the Secretary 
of the Treasury under this plan?”’ 

Answer. None of the present powers, duties, and responsibilities of the Com- 
missioner would be given to the Secretary under the proposed reorganization. 
As indicated previously, section 4 of the plan will transfer to the Secretary, in 
line with the theory of Reorganization Plan No. 26 of 1950, any functions vested 
by statute in the Commissioner since the effective date of the latter plan. Four 
instances of apparently inadvertent statutory vesting of minor functions in the 
(Commissioner have been previously cited. I nder the proposed reorganization, 
however, the Commissioner will continue to have all powers, duties, and respon- 
sibilities that he now has (except of course to the extent that he redelegates them 
in line with the decentralization contemplated ; 


Mr. Curtis’ Request, PaAGe 106 or THE TRANSCRIP 


Question. (15) ‘“‘What difference, if any, would there by in the authority, 
duties, and responsibilities of the new assistant general Counsel and those of the 
present assistant general cofinse! for the Bureau of Internal Revenue?” 

Answer. No difference in the authority, duties, and responsibilities of the new 
Assistant General Counsel assigned to the Bureau of Internal Revenue is con- 


templated. The Secretary of the Treasury now has authority to make changes 
in this respect. None are contemplated, however, other than the basic change in 
method of appointment provided for by Reorganization Plan No. 1 Che author- 


ity, duties, and responsibilities are fully discussed in the Secretary’s testimony 


at pages 69-70, 72-73 and 75-77 of the transcript. 


Mr. McCormack. Mr. Commissioner, you made one of the finest 
witnesses | have even seen before a committee in my 24 years in 
Congress, and I think it is clearly evidenced by the favorable com- 
ments and complimentary remarks which you earned, made by other 
members of the committee. 

Mr. Duniarv. Thank you, sir. 

Mr. McCormack. It certainly conveys to the members of this 
committee the type of administration you are going to give as Com- 
missioner, because in the final analysis the operation of any human 
agency depends upon the individuals in key positions, and particu- 
larly the No. 1 man. 

You are unable to give any particular amount in dollars, but you 
testified that this new plan will result in a saving to the Government 
and the taxpayers through greater efficiency and probably more pro- 
duction and the other factors that will enter into the work of your 
Bureau. 

As Commissioner, and with the impression you have made upon 
us, and the confidence we have in you, it is probably a leading 
tion, but | would like to have it for the record. 

Do you assure this committee that as long as you are Commis- 
sioner you are going to do everything you possibly can to make such 
economies as you properly can, keeping in mind the efficiency of the 
service and the problems of individual taxpayers, and that that 
promise is made definitely to this committee without reservation? 


ques- 
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Mr. Dun ap. Yes, sir. I am delighted to make it. 

Mr. McCormack. That is all. 

Mr. Houirrevp. I submit for inclusion in the record on page 67 of 
the transcript, a list of the statutes which are apparently im conflict 
at the present time and which Reorganization Plan No. 1 takes care 
of, as furnished by Mr. Snyder’s office, and ask for its inclusion in the 
record. 

The Chairman. That will be done. 

Mr. Dualap, on behalf of the members of the committee present 
and for those who are not here and for myself personally, I wish to 
thank you for the fine presentation of the subject matter and thank 
you for the fine personal service vou have rendered to the people of 
this country in the capacity im which vou have served them during 
the 18 years that you have been connected with that office. 

I am going to ask vou for the committee if you will ask your chief 
counsel—TI think he was here with us previously—to appear before us 
tomorrow for a short space of time in order that he may answer cer- 
tain questions, legal questions, in the minds of the members of the 
committee. 

Il am going to say to the committee that we will adjourn this after- 
noon, to meet tomorrow at 10. There have been many questions 
asked about the civil service aspects of this matter. 

Mr. Robert Ramspeck, Chairman of the Cjvil Service Commission, 
will be with us tomorrow morning at 10. 

We also expect Mr. McCormick of the Citizens Committee for the 
Hoover Report to be with us tomorrow. 

And we expect our fellow Congressman, Mr. Cecil King, who has 
made an intensive investigation into this department, to come and 
be with us tomorow. 

So I am asking you to meet promptly at 10 o’clock tomorrow. 

We will meet in 1304 instead of in this meeting room, because it 
will be occupied. 

Thank you very much. 

Mr. Dunuap. Thank you for the privilege of being here. I want 
to assure you that we will be glad to furnish any other information 
that you may want. 

The CuHainrmMan. Thank you. We appreciate that. 

We stand adjourned. 

(Whereupon, at 4:45 p. m., the committee recessed, to reconvene 
at 10 a. m., Tuesday, January 22, 1952.) 
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TUESDAY, JANUARY 22, 1952 


House oF REPRESENTATIVES, 
CoMMITTEE ON EXPENDITURES IN THE 
Executive DeparTMENTs, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:50 a. m., in room 
1304, New House Office Building, Hon. William L. Dawson, chair- 
man, presiding. 

Present: Representatives Dawson (chairman), Holifield, Lanham, 
Hardy, Karsten, McCormack, Bonner, Blatnik, Burnside, Bolling, 
Dorn, Lantaff, Baring, Hoffman, Riehlman, Harden, Bender, Brown- 
son, Curtis, Church, Meader, McVey, and Bush. 

Also present: Christine Ray Davis, clerk, Annabelle Zue, minority 
clerk, Thomas A. Kennedy, general counsel, William A. Young, staff 
director, and Herbert Robock, staff member. 

The CuarrmMan. The committee will come to order. 

This hearing on House Resolution 494, disapproving the President’s 
Reorganization Plan No. 1 of 1952, was adjourned yesterday, to re- 
convene this morning at 10. 

To testify this morning we have a former Member of our body, one 
who held an outstanding position of influence and responsibility 
while a Member of the Congress and one whose stature has grown 
since he has become Chairman of the Civil Service Commission. 

We are honored indeed to have as our witness the Honorable 
Robert Ramspeck, Chairman of the United States Civil Service 
Commission. 


STATEMENT OF HON, ROBERT RAMSPECK, CHAIRMAN, UNITED 
STATES CIVIL SERVICE COMMISSION 


Mr. Ramspeck. Thank you very much, Mr. Chairman. I have no 
prepared statement. I was just notified yesterday, yesterday after- 
noon late, that the committee would like for me to appear this morn- 
ing, so I am here to answer any questions that you may want to ask 
me. 

The CHAIRMAN. Several questions came up about the civil service 
aspects of the President’s Plan No. 1, this reorganization under the 
President’s Plan No. 1, and we felt that those questions could best 
be answered by you. 

We are happy indeed that you could find it convenient to come be- 
fore us this morning. 

I am going to ask Mr. Hoffman if he has any questions. 
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Mr. Horrman. There seems to be some confusion on the part of 
some of us about the way these places will be filled. I think it would 
be helpful, if you would explain, Mr. Ramspeck, just how these new 
jobs will be filled; that is, the procedure under civil service. 

Mr. Ramspeck. Mr. Hoffman, as I understand the plan—and I 
must say I haven’t had much opportunity to study it—I have read 
it—it is proposed to create some new positions, some deputy commis- 
sioners in Washington, 25 regional deputy commissioners—or maybe 
I haven’t got the titles just right—but anyway they would be regional 
heads, and then to convert the present collectors of internal revenue 
into deputy district commissioners. They would take over, as | 
understand it, the present duties of the present collectors of internal 
revenue, with some additional duties. Therefore those would be new 
positions. 

The positions would be filled by competitive examination unless the 
agency proposes to fill them by a promotion of a status emplovee; 
that is, an employee who has civil service status. That would be done 
by noncompetitive examination. 

In either event, they would have to qualify under the same stand- 
ards, but it would be possible to fill these positions by promotion 
through a noncompetitive examination of persons now employed in 
the Government having civil service status. 

Under the Whitten amendment to the appropriation bill of the last 
session of Congress, they would get indefinite appointments to the 
new position. 

Mr. Horrman. You mean they couldn’t be removed without cause? 

Mr. Ramspeck. You mean the present collectors, Mr. Hoffman? 

Mr. Horrman. No. I mean the ones you just referred to, the ones 
that will be appointed to these new jobs. 

[ understood your statements to mean that those new positions will 
be filled from the ranks of those already in the service. 

Mr. Ramspeck. They can be filled by either of two methods. The 
agency can ask us to hold a competitive examination to fill them. 
That is one method in which that can be done. In that event, anybody 
who thought they were qualified could apply. That is one method, 
Mr. Hoffman. 

The other method is to fill it by noncompetitive examination. 
The only people who could qualify for that would be people in the 
service who hold a civil service status at the time. 

Mr. Horrman. Then the answer is that these positions can all be 
filled, if so desired, from the ranks of those who are already in the 
service. 

Mr. Ramspeck. That is right, if they can qualify. 

Mr. Rieuiman. Will you yield at that point? 

Mr. Horrman. Yes. 

Mr. Riex_man. It depends upon the qualifications requested by the 
Department for the people to fill the position. 

Mr. Ramspeck. The question of what qualifications would be set 
up for these jobs, according to our practice, we confer with the agency 
involved where a new position is created and undertake to agree on 
what the proper qualifications are. If we cannot agree with the 
agency, we make the decision. 

Mr. Riex_~MAN. And then you would set up an examination? 

Mr. Ramspeck. That is right. 
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Mr. Rresiman. And they would have to qualify under that exam- 
ination? 

Mr. Ramspeck. That is right. 

Mr. Riexwiman. So that it doesn’t hold true that they couldn’t 
possibly be filled from those who now hold civil service status. 

Mr. Ramsperck. If they are qualified. 

Mr. Rrexvtman. If they are qualified, but there may be many who 
cannot qualify. 

Mr. Ramspeck. That is right. 

Mr. Rreximan. Because at the present moment you do not know 
what the qualifications are going to be, do you? 

Mr. Ramspeck. That is correct, sir. We do not know. Those 
qualifications have not been set up vet. We are discussing them with 
the officials of the Treasury Department at the present time. Our 
staff and their staff are now engaged in discussion about what the 
qualifications should be, but they have not been agreed upon yet. 

Mr. Horrman. Perhaps you can appreciate my lack of under- 
standing of just how this Civil Service Commission works in filling 
the positions by a concrete illustration. I will give you this one. 
On the 9th of March 1950, I wrote to the Postal Department here 
calling their attention to a protest which I had received from Demo- 
crats objecting to the appointment of a gentleman who, I think at 
that time was the Democratic county chairman, as postmaster. 
Apparently the organization did not approve of an appointment of a 
man of that character. 

I sént down to the Department a confession from the gentleman 
showing that he had embezzled four different amounts, not as a postal 
employee, but in his capacity as an agent. 

That ran along, and he finally was appointed acting postmaster. 
An examination was held and three—this gentleman—passed. One 
of the others was a veteran who qualified. Yet the one who had 
convessed received this appointment as acting postmaster. 

Have you any comment on that? 

Mr. Ramspeck. Yes. 

Mr. Horrman. Pardon me. The Civil Service Commission held 
an examination, and so on. So evidently it was submitted to the 
Civil Service Commission. 

Mr. Ramspeck. The acting postmaster appointment was not, be- 
cause the postmaster is appointed under an act of Congress passed in 
1938, which gives the Post Office Department full authority to appoint 
an acting postmaster pending an examination or the promotion of an 
employee in the office by noncompetitive examination. The Com- 
mission has nothing to do with the appointment of acting postmasters. 

Mr. Horrman. Who handled that? 

Mr. Ramspreck. The Postmaster General. 

Mr. Horrman. This gentleman is still serving. That is my under- 
standing, at least, today. There is nothing the Civil Service Com- 
mission can do about that? 

Mr. Ramspeck. Is he still serving as an acting postmaster? 

Mr. Horrman. Yes. 

Mr. Ramspeck. There is nothing we can do about it except there 
is a time limit on which he can serve, which the Commission can 
extend if the facts justify it. 

Mr. Horrman. How long is that limit? 
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Mr. Ramspeck. Six months, as I recall it. 

Mr. Horrman. He has been serving longer than that. What can 
anyone do? My understanding is that this affected the Democratic 
Party in that county, which is a Republican county, rather adversely, 
and the Democrats were trying to get rid of him. 

(Discussion off the record.) 

Mr. Lanuam. Will the gentleman yield? 

Mr. Horrman. Yes. 

Mr. Lanuam. Isn’t that 6 months after a list is established by 
examination? 

Mr. Ramsreck. It may be. My recollection about a lot of these 
things is not too good, there being so many of them. There is a time 
limit and it can be extended by the Commission and on occasion Is, 
where the facts justify it. 

Mr. Lanuam. In the recent past hasn’t it taken the Civil Service 
Commission from 6 to 9 months to establish these examinations? 
Doesn’t that account for the delay probably? 

Mr. Ramsreck. That may account for it. We have found it very 
difficult to handle these postmaster cases promptly due to the pressure 
of what we consider priority business. The loyalty program has taken 
the major part of our resources and investigative force. 

Mr. Horrman. Haven't all the exceptions or qualifications, or 
whatever it may be that would permit delay, been exhausted in the 
period from March 1950, until the present time? 

Mr. Lanuam. I wouldn’t know. 

Mr. Horrman. I was asking him. 

Mr. Lannam. You looked at me. 

Mr. Horrman. That was just for inspiration. 

Mr. Ramspeck. I think that is too long. If you will give me the 
name, | will look into it. 

Mr. Horrman. I will later on. 

(Discussion off the record.) 

Mr. Horrman. I have here a letter dated January 21 from Roy C 
Frank, Solicitor, Post Office Department. I just give you the perti- 
nent part of it. He acknowledges the receipt of my letter asking for 
information as to irregularities in three offices in upstate Michigan 
and one in Detroit. Then there is this sentence: 

This office does not have jurisdiction over matters of this kind, either with 
respect to administrative actions or criminal actions. 

I can understand the criminal action, but about the administrative 
action. Does the Civil Service Commission have jurisdiction in cases 
like that where there are, we will assume, irregularities? 

Mr. Ramspeck. It will depend upon what the irregularities are. 
What he is talking about is that the Solicitor’s office hasn’t got juris- 
diction, but the Postmaster General has jurisdiction over post office 
cases. 

Mr. Horrman. The letter says this: 

As a result of an inspection, the shortage of $2,850 was discovered in the ac- 
counts of the postmaster. 

The postmaster admitted his guilt and made restoration and was 
removed from his position. He was sentenced to 18 months’ im- 

tisonment. Then the sentence was suspended. He was on proba- 
tion. Doesn’t either the Civil Service Commission or the Post Office 
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Department have authority to remove that man when irregularities 
or embezzlement are discovered? All four of these cases were embez- 
zlement. In each case the man was convicted, but they had to go 
through that long procedure, when the records show that, when they 
were confronted by the postal inspector with the evidence, they con- 
fessed right away, but they held their jobs for a long time. 

Mr. Ramspeck. The Postmaster General has authority to remove 
them. 

Mr. Horrman. Whose business is it to report it to him? Suppose I 
am the postmaster and I embezzle and admit it. 

Mr. Ramspeck. The inspector would report it to the Chief Inspector 
whose office is here in the Department. 

Mr. Horrman. Are there any regular inspections from Civil Service 
at the post office that discover that sort of thing? Some inspector 
discovers the misconduct. 

Mr. Ramspeck. The Post Office Department has an inspection 
service and checks every office periodically and checks their accounts. 
He would report it to the Chief Inspector in Washington who, in 
turn, would report it to the Assistant Postmaster General who has 
charge of post offices, who is Mr. Lawler. 

Mr. Horrman. In these four cases prosecution followed and pre- 
sumably the men will not be restored to office, but in the first case I 
called your attention to, he is acting postmaster. 

Mr. Ramspeck. If you give me the name, I will look into it. We 
do not have jurisdiction over the other cases you are talking about. 
That is a matter for the Postmaster General. 

Mr. Horrman. Where they hold examinations and three qualify 
for example in this case, under this plan, if the examination were held 
and three qualified—it would still be whose prerogative to select? 

Mr. Ramspeck. The Postmaster General recommends to the Presi- 
dent if it is a first-, second-, or third-class office. If it is a fourth-class 
office, he makes the appointment. In the first three classes the 
President makes the appointment with Senate confirmation. 

Our control is that if there is refusal to act, we report it to the 
Comptroller General and the Comptroller General stops the pay to the 
acting postmaster. That is our procedure. 

Mr. Horrman. What provision in this plan would correct the 
situation which now enables someone—and I am now talking about 
the Internal Revenue—here are three fellows who pass, to pick the 
man who gets the job? 

Mr. Ramspeck. You are talking about the Bureau of Internal 
Revenue under the new plan? 

Mr. Horrman. Yes. 

Mr. Ramspeck. The Commissioner of Internal Revenue would pick 
the one from the three. 

Mr. Horrman. And he could pick any one he wanted? 

Mr. Ramspeck. No, sir. If there is a disabled veteran at the top 
of the list, he cannot pass him over without giving reasons in writing 
to the Civil Service Commission. If we do not think they are suffi- 
cient, we report that back to him. 

Mr. Horrman. Then must he act? 

Mr. Ramspeck. He still can pass him over under the law, but he 
cannot do it without giving reasons ir writing, and we have the right 
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to say that we do not think they are sufficient. We turn a copy of 
our statement over to the veteran involved. 

Mr. Horrman. But the Commissioner can still appoint him? 

Mr. Ramspeck. Yes, sir; he can. 

Mr. Horrman. The man of his choice? 

Mr. Ramspxck. He can take one of the three. 

Mr. Horrman. All you do is act in an advisory capacity? 

Mr. Ramspeck. That is right. 

Mr. McCormack. Suppose a veteran is No. 1 and a nonveteran is 
No. 2 and a veteran is No. 3. Somebody has to be selected from the 
first three. Under the law can you jump a nonveteran over a veteran? 

Mr. Ramspeck. No, sir. 

Mr. McCormack. Not without cause? 

Mr. Ramspeck. Not without cause. 

Mr. McCormack. One of the most distinguished Members of the 
House for years was Mr. Ramspeck. In fact, he was Democratic 
whip under me. 

Mr. Horrman. Having personal knowledge of that, I want tocon- 
cur with you, if I may and add of high ability. 

Mr. McCormack. His retirement was voluntary from Congress, so 
that will give you a little background on that. 

Mr. Lanuam. He is from Georgia, too. He is a very distinguished 
Georgian. 

Mr. McCormack. Correct. 

He was born in Georgia, but he is a distinguished American. 

Mr. Horrman. That didn’t exhaust the supply from Georgia. 

Mr. McCormack. We will all agree to that. 

They cannot jump over a veteran without cause. About the only 
cause is—it is nothing personal—you cannot give a personal objection, 
can you? 

Mr. Ramspeck. No. 

Mr. McCormack. One that satisfies the Commission? 

Mr. Ramspeck. That is right. 

Mr. McCormack. And the Commission is very jealous, am I 
right? 

Mr. Ramspeck. That is right. 

Mr. McCormack. We are confining it to the postmaster, and the 
only cause is where a man made a false statement in the answer to his 
application, which was picked up later on; is that right? 

» Mr. Ramspeck. Well, I cannot put words in the mouths of the 
Post Office Department, but that would be a cause. If his character 
was bad or something of that sort. 

Mr. McCormack. Of course, you would pick up his bad character 
in your investigation. 

Mr. Ramspeck. That is right. 

Mr. McCormack. The investigation in connection with marking 
the different applicants. There are certain formulas, such as having 
a number of men under your supervision in bygone years, your knowl- 
edge of finance, business, et cetera. There are certain factors which 
are considered in making a rating on a person; is that right? 

Mr. Ramspeck. That is right. 

Mr. McCormack. The Civil Service Commission establishes those 
factors; is that right? 

Mr. Ramspeck. That is right. 
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Mr. McCormack. And then the man is marked and he goes to 
No. 1 on the list. This disabled veteran who gets a passing mark 
would jump ahead of everybody else, even if they got 100 percent. 

Mr. Ramsprck. That is correct. 

Mr. McCormack. If a disabled veteran gets 60 percent and the 
passing mark is 70, they add the 10 percent to make the 70 and then 
he goes to the top of the list. 

Mr. Ramspeck. That is true. 

Mr. McCormack. If a nondisabled veteran gets 100 plus 5 points 
and another disabled veteran gets a passing mark, he goes ahead of 
the other veteran and a nonveteran getting 100 percent. 

Mr. Ramspeck. That is right. 

Mr. McCormack. You cannot pass a nonveteran over a veteran 
whether disabled or nondisabled, can you? 

Mr. Ramspeck. That is correct. 

Mr. McCormack. A disabled veteran No. 1, nonveteran No. 2, 
another veteran, disabled, or otherwise, No. 3—the appointing power 
in that case could consider No. 1 or No. 3. 

Mr. Ramspeck. No, sir. He would have to decide first whether 
he would appoint No. 1. 

Mr. McCormack. He could consider the two veterans? 

Mr. Ramseveck. Well, yes. 

Mr. McCormack. Yes. 

Mr. Ramspeck. He could skip the second one who is a nonveteran. 

Mr. McCormack. He couldn’t consider the second one? 

Mr. Ramspeck. Yes, he could. He could appoint the second one. 

Mr. McCormack. Over a veteran ahead of him? 

Mr. Ramspeck. Not over a veteran ahead of him, but you are 
talking about No. 3 now. 

Mr. McCormack. I am talking about disabled veteran No. 1, 
nonveteran No. 2, and a veteran No. 3. 

Mr. Ramspeck. If he jumped the disabled veteran for cause, he 
could jump No. 2. 

Mr. McCormack. If it is for cause. I am assuming there is no 
cause. 

Mr. Ramspeck. He would have to appoint No. 1. 

Mr. McCormack. Then the appointing power could consider Nos. 
lor 3. That is my understanding of the law. 

Mr. Ramsprecs. He couldn’t jump No. 1 for No. 3 without cause. 

Mr. McCormack. No. 3 is a veteran. 

Mr. Ramspeck. | understand, but he is not a disabled veteran. 

Mr. McCormack. You mean that a disabled veteran, in addition 
to having the monopoly on jumping to the top of the list, cannot be 
jumped or another veteran cannot be appointed who is among the 
first three in the list? 

Mr. Ramspecr. That is right. 

Mr. McCormack. That is news to me. I am a veteran, myself. 
am willing to give all the disabled veterans every preference, but 
do not like a monopoly. 

Mr. Ramspecre. That is correct. The law says you cannot pass 
over a disabled veteran. If he is No. 1 on the list and he cannot get 
beyond No. 1 until he disqualifies that veteran for cause. 

Mr. McCormack. I am going to look into that further. I know 
you have it at your finger tips. 


—_—_— 
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Mr. Horrman. Could I repeat my endorsement of the Commis- 

sioner and my appreciation of and faith in his knowlédge of the law? 
Mr. McCormack. Any expression of appreciation from you is so 
rare— 

Mr. Ramspeck. I don’t claim not to make mistakes, Mr. Hoffman, 
but I think I am right on that. 

Mr. McCormack. Suppose the No. 1 disabled veteran is not 
appointed and a nonveteran is, haven’t you got the power to stop the 
payment of that man’s salary? 

Mr. Ramsprck. No, sir. 

Mr. McCormack. You haven’t? 

Mr. Ramspeck. No, sir. 

Mr. McCormack. In other words, the post office—have you ever 
known of a case where a nonveteran has been appointed over a vet- 
eran? 

Mr. Ramspeck. So far as my knowledge goes 

Mr. McCormack. Without cause. 

Mr. Ramspeckx. The Post Office Department does not pass over 
disabled veterans. They tell you that is their policy and that is what 
they tell us. 

Mr. McCormack. You have had no cases where they have? 

Mr. Ramspeck. No, sir. 

Mr. HorrMan. So, to get the record absolutely clear, or at least in 
my own mind, taking the illustration which Mr. McCormack used, 
No. 1 on the competition, either because of the written examination or 
points allowed, is a disabled veteran, No. 2 is not a veteran, and 
No. 3 is a veteran but not disabled. Referring now, only to this 
reorganization plan and the procedure under it, if that case is referred 
to you or to the Commission, with the reasons for the rejection, we 
will say, of the disabled veteran, you can write a recommendation 
saying that, in your opinion, he shouldn’t be passed over. Is it true 
that whoever, under this plan, has the appointing power can still 
appoint either A, B, or C? 

Mr. Ramspeck. It is my understanding that the appointing author- 
ity, notwithstanding our disapproval of his reasons, can make his own 
judgment on it and can pass over the disabled veteran. As a matter 
of fact, they do not do it. The veterans’ organization watch that 
pretty closely. 

Mr. Lannam. Will the gentleman vield? 

Unfortunately, I have known it to happen that the postmaster will 
utterly disregard a veteran and disregard the Civil Service Commis- 
sion. I have known it to happen in my own district. It is unfortu- 
nate, but it is true. Some postmasters pay no attention to the 
veterans’ preference law. They will state their reasons and the Civil 
Service Commission will refuse to accept the reasons but they will 
appoint the nonveteran anyhow, maybe because he is a kinsman of 
the postmaster or for some personal reason he wants to appoint him. 

Mr. Ramspeck. It may well be true that certain postmasters do 
not follow the practice set up by the Post Office Department. That 
is the law and the idea behind it, as I understand it, being to make a 
record which will enable public sentiment to work against that sort 
of action. 

Mr. Lannam. Some don’t seem to care anything about public 
sentiment. 
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Mr. McCormack. Doesn't the Civil Service Commission have to 
approve some report on the wages of different employees in different 
agencies? 

Mr. Ramspecr. Those are under the Classifications Act. We 
determine the proper allocation of jobs to the schedules in the Classi- 
fications Act as passed by the Congress. We have nothing to do 
with the salaries in the postal service or the salaries and wages paid 
to what we call general “blue collar’ workers who are paid in accord- 
ance with decisions made by wage boards based on the prevailing 
rate in the community. The shipyard workers in Boston are paid 
on wage-board procedures. Your classified employees are paid in 
accordance with the Classification Act. We determine the proper 
allocation to the specific job of the grade set up in the act. That 
would be true of these people we are talking about in the Bureau of 
Internal Revenue. They would be under the Classifications Act. 

The CuatrmMan. Mr. Riehlman. 

Mr. Riesiman. | want to clarify, in my own thinking, a bit more 
the qualifications for these 25 district commissioners that will be set 
up under this new reorganization plan. As I recall what you said 
a few minutes ago, those qualifications will be studied by your 
Commission and also the revenue office. 

Mr. Ramspecr. That is right. 

Mr. Rrenvuman. Is that correct? 

Mr. Ramspect. Yes, sir. 

Mr. RiexumMan. Who has the final say as to what the qualifications 
are going to be? 

Mr. Ramspect. The Civil Service Commission. 

Mr. Rrenuman. You have the authority to decide—your Com- 
mission—what the qualifications will be? 

Mr. Ramspecr. That is right, sir. I said—and that is correct 
that, as a matter of policy, we try to agree with the agency, but, if 
we cannot reach an agreement, we have the final say. 

Mr. Rrenuman. Of course, as it stands now, is it not true that the 
Commissioner will know more what they expect in the way of qualifica- 
tions for these men than the Commission might know itself. 

Mr. Ramspeck. You mean the Commissioner of Internal Revenue? 

Mr. Rrewiman. Yes. 

Mr. Ramspeck. Certainly. They ought to know what they expect 
and that is why we have the practice of conferring with them and 
reaching an agreement. Generally, we do reach an agreement on it. 
I didn’t want to mislead you. We do have the authority under the 
law. If we cannot agree with them, we can put qualifications in there 
which they may say are not necessary. 

Mr. Rirenuman. Take for example, if the Commissioner feels he 
would like to hold a noncompetitive examination for many of the men 
who are now in the service and who have Civil Service status and he 
sets up specifications to fit those men’s qualifications, suppose they 
don’t meet the qualifications that you feel or that we might feel are 
necessary for that type of office, what will be done about it? 

Mr. Ramspeck. Here is what will happen, sir. These are new jobs 
you are talking about. They do not exist today. 

Mr. Rresiman. That is correct. 

Mr. Ramspeck. Before anybody is proposed for appointment by a 
noncompetitive examination, the qualifications for these 25 positions 
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will be fixed. Then, if he wants to fill them by a promotion of a civil- 
service employee having status, he can propose that and that man will 
be judged by these qualifications which will be the same whether he 
proposes to fill it by promotion of a civil-service employee or whether 
he asks us for a competitive examination. The qualifications will be 
the same. 

Mr. Rirexuman. In respect to salary, as I understand it, any grades 
under this reorganization plan are 16, 17, and 18. At the present 
time the ones under civil service are only up to 15. 

Mr. Ramspeck. Yes, but we will determine the grades. 

Mr. Rresuman. What will happen if one of the men under the 15 
grade wanted to take the examination for the 17 or 18 grade? 

Mr. Ramspsck. Well, he could not go more than one grade under 
the Whitten amendment by promotion. He can qualify on a com- 
petitive examination for an 18 if he meets the qualifications and can 
pass the examination, but under the Whitten amendment generally 
nobody can be promoted more than one grade. However, where 
there is no position in the next lower grade, in the normal line of pro- 
motion, an exception may be made. 

Mr. Rresitman. Now, how can these 25 district commissioners be 
removed from their office? 

Mr. Ramspeck. Well, they can be removed by the Treasury Depart- 
ment, by the Commissioner of Internal Revenue, for cause, just as 
any other civil-service employee. If they are not veterans they have 
no appeal beyond the agency. If they are veterans, they can appeal 
to the Civil Service Commission. 

Mr. Riexsuman. [| think those are all the questions I have at this 
time. 

The CHarrman. Mr. Lanham. 

Mr. Lannam. No questions. 

The CuarrMan. Mr. Holifield. 

Mr. Houirietp. Mr. Ramspeck, this plan does list the salary levels 
on certain of these jobs, bringing them up to a higher salary level than 
the present incumbents are receiving. 

Mr. Ramspreck. Mr. Holifield, may I say, in response to that, that 
the Reorganization Act itself does not quite do that. It makes it 
possible, but it will be necessary 

Mr. Hourrietp. It makes it permissive? 

Mr. Ramspeck. It will be necessary for the Bureau of Internal 
Revenue to justify the grades. 

Mr. HouiFievp. In other words, section 3 makes it permissive to 
do it, providing they can justify the raising of the salary. 

Mr. Ramspeck. Yes. 

Mr. HouirreLtp. Then a man with civil-service status could only 
be raised one grade? 

Mr. Ramspeck. That is, by promotion. He can qualify for higher 
grades by competitive examination. 

Mr. Ho.uirievp. If they were to set up these 25 district commis- 
sioners under a GS-18 classification with corresponding qualifications 
and a competitive examination, which was open to non-civil-service 
status and civil-service status people, and if that man could comply 
with the qualifications for the new job, then he could be jumped, say, 
from 15 to 18? 

Mr. Ramsreck. Yes, he could. 
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Mr. Hoyirietp. Conceivably. 

Mr. Ramspeck. If he qualifies in a competitive examination. 

Mr. Houtrie.p. In the Hoover Commission’s report on personnel 
matters one of the findings was that many men in top administrative 
positions were receiving too low a salary and that their salaries should 
be increased in order to attract and retain qualified personnel in those 
important positions. This is in compliance with that recommendation 
of the Hoover Commission is it not? 

Mr. Ramspeck. Yes, I think it is. I thoroughly agree, myself, 
that the top people in the Government are paid too little. 

Mr. Houtrievp. Including Congressmen? 

Mr. Ramspeck. Yes. I certainly agree with that. 

Mr. Houirievp. I am glad to have your testimony on that subject. 

Mr. Ramsreck. We pay considerably less for management people; 
that is, the people who have the responsibility of managing the 
Government affairs in the grades I would say from about grade 7 or 
perhaps 9 up through 18, than they would get for the same type of 
responsibility in private employment. In the lower grades, in some 
cases, we pay more than a private employer does. 

Mr. Houirievp. In the 25 offices of the district commissioners and 
deputy district commissioners, those men are occupying duties of 
tremendous responsibilities, considering the duties of their offices, and 
the tremendous amount of collections they make. 

Mr. Ramspeck. They would be very responsible positions. 

Mr. Houtrrevp. Men in private industry occupying similar positions 
and supervising similar numbers of employees would, in most instances, 
receive far more than the salaries these men now receive, would they 
not? 

Mr. Ramspeck. I think that is correct, Mr. Holifield. The highest 
pay we have is grade 18, you know, except for some statutory salaries. 

Mr. Houirie tp. And that is $14,800 at the top of the grade? 

Mr. Ramspeck. That is right. 

Mr. Hourrrevp. So far as that section of the bill is concerned which 
removes these lower-salary levels, you are in accord with the general 
principle that is necessary to get qualified and competent people and 
retain them in those positions? 

Mr. Ramspeck. Yes, sir. I think the weakness in the Government 
administration today is in the supervisory people. We haven’t been 
able to pay them sufficient money to keep, and get, the highest type 
of people. Business has penne them off. I point out to you that 
Eric Johnston, when he left the Government a few weeks ago, took 
two of our career people with him. My experience in the 5 years 
before 1 took my present position was with a trade association. [| 
would say 75 percent of the people we had working in that associa- 
tion were trained in the Government. 

Mr. Houirie tp. And getting higher salaries. 

Mr. Ramspeck. Making more money outside. You will find that 
constantly people are going out of Government—the more efficient 
and more effective people who have leadership qualities. That is 
what we need in the Government, to have more economical and 
efficient administration—we need leadership in these management 
jobs. We need people who are doing an aggressive, constructive job 
of leadership rather than people who are just time service, mediocre 
people, who have gotten there by virtue of seniority. 
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Mr. Houirieip. You are familiar with this study on personnel 
management of the Hoover Commission? 

Mr. Ramspeck. Yes, sir. I served on the personnel task force and, 
while the report doesn’t coincide entirely with what we recommended, 
1 am familiar with that. 

Mr. Houirte._p. The legislation on those particular recommenda- 
tions, I believe, has been referred to the Post Office and Civil Service 
Committee of this House and up to date, they have not taken action 
on that legislation, have they? 

Mr. Ramspeck. No, sir. The Senate passed one bill, Senate bill 
1135, which deals with some of those recommendations. It is not en- 
tirely in line with what the Hoover Commission recommended, but I 
think is a better bill than they recommended. 

Mr. Houirieip. That bill has been passed in the Senate? 

Mr. Ramspeck. Passed the Senate in the last session and is now in 
the House Post Office and Civil Service Committee. 

Mr. Houirtevp. It is to be hoped that some action will be taken on 
that. If not, as a member of that committee, I would like to suggest 
that you consider, with the President, submitting a reorganization 
plan that would, to a certain extent, take care of some of the changes 
that I believe would be necessary in the Civil Service Commission. | 
believe you, in your own capacity as a Congressman and as head of 
the Civil Service Committee in the House and now as Chairman of 
this Commission, realize that some reorganization should be obtained 
which you are at present unable to take into consideration because of 
lack of statutory authority. 

Mr. Ramspeck. We are operating under an Executive order now 
which does much of what this bill will provide by law, but an Executive 
order is not as effective as a legislative act. 

Mr. Houirievp. It is much more preferable to have that Executive 
order considered by the Congress. 

Mr. Ramspeck. Yes. 

Mr. Houirieip. That is, the requirements can be put into statute. 
It is a much firmer action than an Executive order. An Executive 
order can be changed. 

Mr. Ramspeck. | think it is a matter of policy to operate under the 
law rather than Executive order. 

The CuarrmMan. Mrs. Harden.’ 

Mrs. Harpen. You have just answered some questions I had in 
mind with regard to qualifications and salary, but I am not clear 
on the salary. <A person who could qualify for district commissioner 
I am presuming that a woman would be permitted to hold such a job 
if she could qualify? 

Mr. Ramspeck. Sure. 

Mrs. Harpen. What would be the top salary they would receive? 

Mr. Ramspeck. That would have to be determined after the duties 
of the position are defined by the agency. They write up the duties 
of the position and submit them to our classification division and they 
determine what grade in the Classification Act those duties fall into. 
Until they know what the duties are going to be, in detail, we couldn’t 
tell you what salary would be assigned to those positions. 

(Mr. Holifield assumed the chair.) 

Mrs. Harpen. In the event of such an appointment he would re- 
tain the appointment for life until he retired or was removed by cause? 
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Mr. Ramspeck. That is right. They would be under civil service 
and they would be there until removed for cause or retirement. 

Mr. Harpen. Mr. Ramspeck, are you in favor of this plan being 
adopted? 

Mr. Ramspeck. Yes, I am. 

Mrs. Harpen. Why? 

Mr. Ramspeck. I| think it will improve the service. 

I would like to elaborate on that if you want me to. 

Mrs. Harpen. I would like for you to elaborate on it. 

Mr. Ramspeck. I have been more or less concerned with public 
affairs for 45 years. My first job was in the county courthouse, work- 
ing for the clerk of the court. That was an appointed job. It didn’t 
have any civil-service status. I have seen the system work in both 
political parties. You appoint a collector of internal revenue from 
political sources. It is a patronage job. His first allegiance is to the 
people who got him the job. 

A civil-service employee’s allegiance is to all the people. Right 
there you have the fundamental difference between this proposal and 
the present plan. 

The collectors of internal revenue, and the one down in my district 
is a good personal friend of mine, but his primary interest is in the 
source where he got his job—it is not, and he doesn’t feel that his 
allegiance is to all the people, as a career civil servant does. 

That is really the reason why this will make a better system. 

Of course, another reason is no qualifications test has been given 
to any collector of internal revenue who is appointed under the 
present system. It is true that there are some of them who came up 
through the ranks and who do know something about the tax collec- 
tion system, but, most of the collectors, because of the system, not 
that they are not good men—many of them, most of them, I would 
say—but because of the system they do feel their job is to play politics 
and they do not feel their job is to be an efficient tax collector. And, 
they do play politics. 

It is the system I am against, not the individuals. I think this 
Government has gotten to be so big, so complex, and it so affects the 
lives and fortunes of the people of this country, that we cannot run an 
effective Government through the patronage system. I think all 
positions in the Government, except a few policy-making jobs, ought 
to be under the civil-service system. 

Mrs. Harpen. Thank you for vour sincere and honest answer to 
my question. That is all, Mr. Chairman. 

(Discussion off the record.) 

Mr. Hourrietp. Mr. Karsten. 

Mr. Karsten. No questions. 

Mr. Hourrietp. Mr. Brownson. 

Mr. Brownson.. Yes, Mv. Chairman. 

My first concern is with civil service in general. You answered my 
question once concerning the termination of civil service employees. 
I wish you would answer it again, briefly, so 1 am sure I got it right. 
How can you discharge a civil-service employee? 

Mr. Ramspeck. If he is a veteran-—I will take that up first, because 
there is a vast difference between veterans and nonveterans—you must 
give him a copy of charges and 30 days’ notice. 
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Mr. Brownson. What kind of grounds have to be the basis for 
those charges? 

Mr. Ramspeck. Well, any misconduct that he is guilty of must be 
recited. He must be given in detail the charges made against him in 
this letter. 

Mr. Brownson. It has to be misconduct? 

Mr. Ramspeck. Well, inefficiency or misconduct. 

‘Mr. Brownson. You can discharge him, then for just not doing 
anything? 

Mr. Ramspeck. Yes, sir. Whatever the reason is must be stated 
in detail in the letter. He must have 30 days’ notice. He must then 
have an opportunity to reply. He must be given an opportunity to 
discuss it with the head of the agency. Then the agency makes its 
decision. If they remove him or - dowt igrade him or demote him, he 
has a right of appeal to the Civil Service Commission, and the Com- 
mission then determines whether the action of the agency shall be 
sustained or not. 

If he is a nonveteran, they give him a copy of the charges and an 
opportunity to reply. A decision is then made by the head of the 
agency and he has no appeal. 

Mr. Brownson. All right, sir. 

In these new positions that we are creating, you said, as closely as 
[I could take it down, that “they would be filled by competitive 
examination unless the agency proposes to fill them by status employ- 
ees, by noncompetitive examination.” Is that none ompe titive exam- 
ination the same in form as the competitive examination? 

Mr. Ramspeck. You mean by form—— 

Mr. Brownson. | mean, is it as difficult an examination? 

Mr. Ramspeck. Yes. The qualifications required would be the 
same. 

Mr. Brownson. If I were taking a noncompetitive examination, 
am I taking an examination which the examiners have standardized 
against all your examinations and which has the same degree of 
difficulty as a competitive examination? 

Mr. Ramsprck. Yes. 

Mr. Brownson. The noncompetitive form is equal in difficulty? 

Mr. Ramspeck. Yes. 

Mr. Brownson. Some of these men who are now in the Internal 
Revenue Department may have a civil-service rating of 15. If they 
do have a rating of 15, could they be promoted into grade 16 as a 
deputy commissioner without any examination? 

Mr. Ramspeckx. No. They would have to have a noncompetitive 
examination. 

Mr. Brownson. But, if they were to go from grade 15 into grade 17, 
they would have to take a competitive examination; is that right? 

Mr. Ramspeck. | think that is correct. That question hasn’t 
been discussed in the Commission, but I don’t know of any way we 
can do anything else under the Whitten amendment which says you 
cannot promote more than one grade, cannot promote a man until 
he has occupied the next lower grade for a year. 

Mr. Brownson. At that point, Mr. Chairman, I would like to ask 
our counsel, or one of the staff members, to contact the Commissioner 
of Internal Revenue to get an analysis of the grades of the 17 men 
whom he said were in the service and who would qualify under civil 
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service. I would like to find out how many 14’s, 15’s, or 16’s there 
are. I don’t care about the names. I would like to have the break- 
down of those 17 that he mentioned in the record. 

Mr. Ho.rrreLtp. Can you furnish that information to us or will 
that have to come from the Bureau? 

Mr. Ramspscx. That will have to come from the Bureau. 

Mr. Ho.irretp. We will make that request. 

(The following information was secured from the counsel for Inter- 
nal Revenue:) 

Among the 17 eligible er with civil-service status, there are 10 in grade 
GS-14 and 7 in grade GS-15. 

Mr. Brownson. You, working with the Commissioner of Internal 
Revenue will have to set up the qualifications for jobs. 

Mr. Ramspeck. That is right. We have the final decision, if we 
do not agree. 

Mr. Brownson. Quite frankly, one of the reasons we are interested 
in this set-up is the possibility that the people of this country might 
want a change some of these days and, if they have a change, we are 
interested in how these jobs will ultimately be filled. After all, this 
is a case where we are abolishing a large group of jobs on the eve of 
a national election. That is why we are going into these details, to 
be sure how these jobs will be filled and what kind of personnel will be 
frozen into these jobs on the basis of this noncompetitive examination. 

Is it possible that the Secretary of the Treasury and the Civil Service 
Commission could set up requirements so that all these jobs would 
have to be filled by open competitive examination? 

Mr. Ramspeck. Yes; it is possible, Mr. Brownson, but it is not 
customary to do that. In other words, it is not customary to deny 
the opportunity of promotion to a qualified employee who has civil- 
service status. 

Mr. Brownson. I am thinking particularly of a department here 
which has very recently attracted public attention through the mal- 
feasance of people in high positions, many of them under civil service, 
some of them civil-service employees, who received their jobs as a 
result of civil-service examinations. If the general public wants a 
house cleaning, I am interested in finding out whether these same 
people will go into the jobs in the future. 

Mr. Ramspeck. I can assure you of one thing, that the Commission 
is determined, if these jobs are created, the people who are proposed 
for them will be subjected to a full investigation of their character 
and background. 

Mr. Brownson. I think you cited a good example in the quotation 
from Mr. Eric Johnston, on the weakness of our Government adminis- 
trative level because we cannot pay the people on a supervisory level 
enough. I am very interested in seeing civil service improved, as | 
know you are. We get to the point, unfortunately, where we have so 
many pick-and-shovel people who are drawing so much money that it 
gets to be impossible to grade up the supervisory jobs the way we want 
to. Our weakness today in civil service, I would say, is that we are 
employing too many second-class people and not enough first-class 
people. This results in a payroll, which in the aggregate is higher than 
it would be if we could pay the capable personnel higher salaries. I 
certainly hope, in the interest of professional standards in civil service, 
that you have some recommendation along these lines. 
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Mr. Ramspeck. I did everything I could to persuade the Congress 
to pay higher salaries in the responsible positions. Senator Douglas 
of Illinois, in the American magazine, estimated it would only cost 
$26 million a year to double the salaries in the higher grades. I haven’t 
figured that out, but I accept his statement. 

There are political problems about it. I realize that. Many of 
our peeple back home—lI have served 16 years in this body—think 
that $10,000 a year is an awful big salary, but private business pays 
many people much more than that for similar work and the result is 
that our better people are siphoned off. There is no doubt about that. 
It is just like the situation I cited where Eric Johnston took these two 
men out of the ESA, where he was. He found them in the Govern- 
ment and he liked them se well and was so impressed with their ability 
that he took them over to the Motion Picture Association. 

Mr. Brownson. Don’t you think part of that is a Bureau responsi- 
bility within the Government? If they would get rid of two or three 
$3,500 a year people, they could raise several of their higher level 
administrative personnel. There has seemed to be a concentration on 
the accumulation of a large number of bodies rather than a concentra- 
tion on developing a supervisory corps of competent administrators, 
which I agree, is badly needed. 

Mr. Ramspeck. You are getting into the area of which comes first, 
the chicken or the egg. If you had more competent administrators, 
you would get rid of any unnecessary employees, if there are any. | 
will be frank to say to you that I don’t know whether there are or are 
not. 

Mr. Brownsow. Is it true that the civil-service system of job eval- 
uation depends so much on the number of employees supervised that 
a supervisor’s grade and standing depend upon the number of people 
working under him? 

Mr. Ramspeck. It is not true, and the Congress, in 1949, specifically 
provided in the present Classification Act that, in such cases, that 
should not be the controlling factor and should be considered only as 
one of the factors. 

Mr. Brownson. As a matter of fact, if the supervisor can do the 
-same job with fewer people under him, in my opinion, he deserves the 
advanced grade a great deal more than if he hangs on to the excess 
people and creates an “empire.”’ 

Mr. Ramspeck. | would agree with you. If he gets rid of excess 
people, that is in his favor, shows he is a good administrator. 

Mr. Brownson. You have vet to complete your studies in connec- 
tion with the Department of the Treasury and the Commissioner of 
Internal Revenue. When will vou decide what specific requirements 
you will set up for these new jobs, Mr. Ramspeck? 

Mr. Ramspeck. We won't be able to complete it, of course, until 
the reorganization law is either adopted or disapproved, because the 
Treasury is not in any position to formally propose to us the estab- 
lishment of these jobs. We thought it was wise to start preliminary 
discussions so that we could act promptly, if and when the order 
became effective. 

Mr. Brownson. Thank you very much for your testimony and also 
for the very excellent service of your Commission examiners in con- 
ducting my West Point and Annapolis examinations, which has been 
an extremely satisfactory and beneficial service. 
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Mr. Houirietp. Mr. McCormack. 

Mr. McCormack. I agree with the observation you made about the 
civil service, the general aspect. 

(Discussion off the record.) 

Mr. Ramsrreck. Based on my own experience of 16 years as a 
Congressman, the less jobs you have anything to do with, the better 
off you are politically. 

Mr. McCormack. I am inclined to think there is a lot of truth to 
that, but we have to assume our responsibilities. 

So long as I got a meeting of the minds on that personal loyalty 
question, | will ask no further questions. 

Mr. Houirretp. Mr. Bonner. 

Mr. Bonner. | have no questions. 

Mr. Houirietp. Mr. Curtis. 

Mr. Curtis. Yes, I have one or two. 

Do I understand the 17 men who presently have civil service stand- 
ing will be given noncompetitive examinations; is that correct? 

Mr. Ramspeck. | Say they could be. It would be the responsibility 
of the agency to determine whether they wanted us to hold a competi- 
tive examination or whether they would propose to fill one of these 
jobs by promotion. 

Mr. Curtis. Are you in a position, in your official capacity, to 
make any recommendations on that? 

Mr. Ramspeck. I don’t see why we should deny the opportunity 
of promotion to a civil service employee, who has status, if he can 
qualify, if he can meet the qualifications set up for the jobs. I did 
say, in answer to another question, that we could require competitive 
examinations, but it hasn’t been customary and hasn’t been the prac- 
tice to deny the agency the right to fill a position by promotion. But 
we will insist that they meet the same qualifications. 

Mr. Curtis. For these people, would that be a promotion? That 
would be something that you would have to determine, would it not, 
as to whether the new jobs created by this reorganization plan and 
the plan of the Treasury Department, whether those jobs would be 
a promotion for these 17 people? According to the act, actually it is a 
transfer of responsibility under new title, isn’t it? 

Mr. Ramsreckx. My understanding is that these jobs, which will 
replace the present collectors’ jobs, will be enlarged, their responsibili- 
ties will be greater. 

Mr. Curtis. Will be greater than at the present time? 

Mr. Ramspeck. That is my understanding. If 1 am not correct, 
| have misread the testimony of Mr. Snyder where, as | recall it, he 
said they would be given additional responsibilities. 

Mr. Curtis. That would be the 25 that we are talking about. 

Mr. Ramspeck. No, I am talking about those who will replace the 
collectors of internal revenue. The 25 are regional jobs and are 
entirely new jobs. 

Mr. Curtis. You are familiar with this reorganization chart that 
has been submitted by the Treasury Department? 

Mr. Ramspeck. Yes; I have seen it. 

Mr. Curtis. Incidentally, Mr. Chairman, are these charts in the 
record? 

Mr. Houirieip. They have already been accepted in the record 
and, as I understand it, we will have them in the printed record. | 
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have requested that additional copies be available for every Member 
on the floor of the House during discussion. 

Mr. Curtis. Referring to the breakdown, on chart Z—577, it is the 
job of the deputy district commissioner to which you are referring; 
and you feel that job will have additional duties beyond those of the 
present collector? 

Mr. Ramspecx. That is my understanding. They bring in the 
alcohol-tax problem into those offices, which is not there now, and 
perhaps some other tax collections which at present the present 
collectors of internal revenue have no responsibility for. 

Mr. Curtis. Aside from the present 17, the other jobs would be 
open to competitive examination; is that correct? 

Mr. Ramspeck. They could propose any employee having civil 
service status for promotion, but I said a while ago, under the Whitten 
provision of the appropriation bill passed in the last session, you can- 
not promote a person until he has occupied a lower grade for a year. 
However, where there is no position in the next lower grade, in the 
normal line of promotion, an exception may be made. 

Mr. Curtis. What I am really trying to get to, sir, is who is it 
who will make this decision? I will tell you what the Secretary of 
the Treasury said when I asked him those questions. He said you 
would make this decision as to how these examinations would be 
given, Whether they would be competitive or noncompetitive. 

Mr. Ramspeck. That is right. We have the authority to make 
that decision. We also have the authority to determine what grade 
the job goes in. 

Mr. Curtis. If you have the authority to make the decision, all the 
Secretary of the Treasury could do would be to make a recommenda- 
tion. 

Mr. Ramspeck. That is right. 

Mr. Curtis. Is that recommendation usually followed or is that a 
formal recommendation? 

Mr. Ramspeck. Are you talking now about the individuals or the 
grades of the jobs? 

Mr. Curtis. I am talking about whether the job would be open to 
competitive examination. 

Mr. Ramspeck. The decision would be made by the Commission, 
but I have stated that it is our policy to permit the filling of positions 
by the promotion of people who have a civil-service status, provided 
they can qualify. The qualifications will be the same whether it is 
filled by noncompetitive action or by competitive examination. 

Mr. Curtis. Does the recommendation of the Secretary of the 
Treasury in this instance, or the Commissioner of the Bureau of In- 
ternal Revenue, as to what they think would be good, does that have 
any weight in making your decision? 

Mr. Ramsprck. Yes; it does. 

Mr. Curtis. As | understand the testimony, because I asked them 
the question, both of them said they would be in favor of throwing 
it as wide open as possible, because then they would be more apt to 
get the qualified men that they wanted if it were wide open. 

Mr. Ramspeck. Yes. 

Mr. Curtis. In view of that, if that is true, would you feel that in 
this particular instance, say eliminating the 17 present civil-service 
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people, as far as the other jobs are concerned, do you feel that would 
be thrown open to competitive examination? 

Mr. Ramspeck. I think, if thev recommended that, it probably 
would. 

Mr. Curtis. I cannot get a very firm answer from anybody. 

Mr. Ramspeck. I am not in a position to give you a firm answer, 
Mr. Curtis, for two reasons. In the first place, I do not know what 
they are going to recommend. I think we should consider their 
recommendation. We are not bound by it. In the second place 
there are three commissioners and I am one of them. 

Mr. Curtis. I see; ves. 

I got no firm answer from them. As a matter of fact, I didn’t 
get a firm answer from either the Secretary of the Treasury or the 
Commissioner of Internal Revenue. We finally got down to where 
I asked what they recommended, because they said it was none of 
their business. 

That is what disturbs me. Here this is a very important part of 
the consideration whether to adopt the plan or not, as to what would 
happen here. 

Mr. Ramspeck. I can give vou my personal reaction to it. | 
don’t know why an employee who can qualify under the same stand- 
ards should be denied the right of promotion if they want to promote 
him, if they think he is fitted for the job. If they recommend open 
competitive examinations for all of these jobs, the new 25 and the 
enlarged sixt v-odd which are now occupied by the collectors of internal 
revenue, I think the Commission would probably go along with their 
recommendation, notwithstanding the fact that it is our general 
policy down through the years to permit agencies to promote to 
vacant positions, people who are qualified and have status. 

Mr. Curtis. In considering this reorganization plan, what is going 
through my mind is that the C ongress cannot amend it or alter it in 
any way. If we were writing our own bill, we could definitely joie 
in the provisions on this and, incidentally, on many phases of it. 
Actually, as I view this reorganization plan of the Treasury, a good 
deal of it is no more than what they say they are going to do and has 
nothing, from that standpoint, to definitely tie it in with the re- 
organization plan of the President’s. Actually they say the re- 
organization plan of the President’s, and they are probably right, 
is the backbone, but only the backbone of this very extensive re- 
organization plan. The details as set out in here are not in this 
reorganization plan at all. In effect, we would be completely relying 
upon the Secretary of the Treasury and the Commissioner of Internal 
Revenue, who have said they were going to do all these things insofar 
as the reorganization was concerned. With that in mind could I 
ask you when this plan of reorganization of the Bureau of Internal 
Revenue was submitted to your Commission for consideration, or 
has it ever been so submitted? 

Mr. Ramspeck. We were given a copy of it, I think 10 days ago, 
but it never has been formally submitted to us, and it is not necessary 
that it should be. We were simply given the opportunity of reading 
it and making informal comments on it. 

Of course, what the reorganization plan does primarily is to abolish 
the present jobs of collectors of internal revenue and create the new 








176 REORGANIZATION PLAN NO. 1 OF 1952 


jobs of deputy district commissioners of revenue and it sets up 25 
new jobs and some 2 or 3 new jobs in Washington, Deputy Commis- 
sioners. That is all the reorganization plan does. 

Mr. Curtis. That is the whole point I am driving at, that the 
reorganization plan submitted by the President is a relatively small 
thing compared to the reorganization plan submitted by the Secretary 
of the Treasury, which is on these various charts, which are in the 
record. This is a very comprehensive plan, and I recognize that their 
argument is that in order to make this over-all comprehensive re- 
organization, they have to have this backbone, as they call it, of the 
President’s plan. 

Mr. Ramspeck. Exactly, Mr. Curtis. They cannot do what they 
are proposing to do unless Congress either by letting this order become 
effective or by legislation abolishes these present jobs and authorizes 
the establishment of these new jobs. That has to be done by some 
authority. They cannot reorganize according to their plan until 
that is done. 

Mr. Bonner. Will the gentleman yield? 

Mr. Curtis. Yes. 

Mr. Bonner. Your statement was concise as to what the plan did, 
but in listening to Mr. Dunlap, the plan does a great deal more than 
you say it does. Twenty-five new jobs and three or four other jobs 
in Washington the plan really does more than that. 

Mr. Curtis. Mr. Bonner, I think that is the point I am trying to 
bring out. The President’s plan actually doesn’t do more than that. 
This plan here is not the plan that is in the President’s plan at all. 
This is simply what the Secretary of the Treasury says he will do in 
addition if he is given the legal authority uneler the President’s plan. 

Mr. Bonner. Isn’t plan No. 1, Mr. Curtis, the instrument by 
which you put into effect the plan that has been studied and pro- 
gramed and worked out by three different commissions or investigating 
bodies which have studied this and made proposals and come up with 
the plan that Mr. Dunlap described, which has to have Reorganiza- 
tion Plan No. 1 as the backbone? 


Mr. Curtis. As the backbone, as they say. I think the point 
snould be ie clear that, if we adopt the President’s Reorganization 
Plan No. 1, there is no assurance whatsoever, other than the state- 


ment of ‘as Secretary of the Treasury, which I do respect, but I mean 
as far as the law is concerned, as far as Congress is concerned, there 
is no assurance that this charted plan will ever go into effect. 

Mr. Bonner. Will follow. 

Mr. Curtis. Will follow. That is the pomt. While, if the Con- 
gress were writing its own bill, these details, or some of these details, 
probably would be written into the law. 

I am not making this as a person who is opposed to this present 
plan, because, frankly, I am inclined to favor it, but 1 do think the 
facts should be very clear as to what we are doing. 

Mr. Bonner. I would presume that, if plan No. 1 was adopted, 
those having the administration of the Treasury and the Internal 
Revenue Department would be bound by these hearings to put the 
plan they proposed into effect under plan No. 

Mr. Curtis. That is what I think, too, Mr. Bonner, and I hope so. 

Mr. Bonner. I think when somebody reads this record—the reason 
I interrupted was I just wouldn’t think you want to stop with just 
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your short statement about what the plan was. That is what I am 
afraid of. It might be cited some time as being what Mr. Ramspeck 
of the Civil Service Commission said, just this. After you read it 
and Saal the testimony, it really does more than you say. 

Mr. Ramspreck. | thought I implied in my statement—maybe | 
didn’t make myself clear—that the plan was the basis for authority 
for this reorganization, which is necessary before it can be accom- 
plished. As I recall this statement in the plan, it takes the authority 
now vested by law in the collectors of internal revenue and transfers 
it to the Treasury Department, which is in line with the Hoover 
Commission theory of putting authority in the head of the agency, 
and then he can delegate it out, but he cannot do that unless this plan 
is adopted or unless legislation of a similar nature is adopted. 

Mr. Brownson. Will the gentleman yield? 

Mr. Curtis. Yes. 

Mr. Brownson. When Mr. Ramspeck was questioned by Mr. 
Curtiss about the examinations, another question occurred to me. 
Mr. Ramspeck, will these examinations be run out of your office here 
in Washington—out of the Civil Service Commission, or will they 
be run out of the regional offices? 

Mr. Ramspeck. That question hasn’t come up vet, Mr. Brownson. 
Ordinarily we hold examinations in our regional offices for positions 
within that region. We also operate through what we call boards of 
examiners in agencies. That is under the Executive order I referred 
to awhile back and is a part of the legislation I referred to which passed 
the Senate 

We haven’t even considered yet how we would set up these exam- 
inations. The probabilities are that the jobs which replace the 
collectors would be done on a regional basis. The others would be 
probably done at the central office. 

Mr. Brownson. I had hoped that examinations for as many of 
these higher level jobs as possible, in view of the very great responsi- 
bilities and in view of the present situation in the Bureau of Internal 
Revenue, could be administered under the director of the Washington 
office. 

Mr. Ramspeck. The qualifications will be determined in the central 
office and the type of examination provided. 

Mr. Houtrretp. Mr. Curtis, is that all? 

Mr. Curtis. That is all. 

Mr. Ramspeck. They will all be the same. I thought vou were 
talking about the actual holding of the examination. 

Mr. Brownson. That is what I am talking about. 

Mr. Ramspeck. The actual holding of the examination, whether 
it is done at the regional level or in Washington, the examinations will 
be the same. 

Mr. Brownson. Thank you. 

Mr. Hourrietp. Mr. Bender, do you have any questions? 

Mr. Benper. Bob, do you agree that you cannot always make 
people good by law? 

Mr. Ramspeck. Yes, sir; I certainly do. 

Mr. Benper. We experienced that on a national scale when the 
prohibition law was passed. On the other hand, Bob, what would 
you say is the most efficient and most effective branch of the admin- 
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istrative part of the Government? Which agency would you say is 
doing the best job in the Government? 

Mr. Ramspeck. That is a pretty hard question to answer. There 
are Many units in various agencies that I think are doing fine jobs. 
I do not think I could pick out just one agency, Mr. Bender. 

Mr. Benper. The reason I| asked this question—I don’t mean to be 
unfair—is this: the one agency that everybody seems to feel good 
about is the FBI. 

Mr. Ramspeck. Yes; I would add to that that most people think 
the postal service does a pretty good job. 1 will agree that the FBI 
does a good job. 

Mr. Benper. And they have no civil service in FBI. 

Mr. Ramspreck. That is correct. They are under the Classifica- 
tions Act, but not under the civil-service law. 

I would like to point out to you that we are very fortunate in having 
at the head of that agency Mr. J. Edgar Hoover, who has a very high 
concept of his duty and his responsibilities under the powers given 
him. If we had a different sort of man there, it could be a very 
dangerous situation. 

Mr. Benpver. You hit the nail on the head, and you confirmed my 
own thinking on that subject. I don’t know Mr. Dunlap, and I 
wouldn’t be unfair to him in any way. He may be the most honorable 
man in the world. But I do know Bob Ramspeck, and I am sure if 
Bob Ramspeck had charge of this division of Government there 
wouldn’t be any monkey business and we would have a fine administra- 
tion. As a matter of fact, if you do not like your present job, when 
Bob Taft is elected President, I will be among those to recommend 
that he give you that job if you want it. 

Mr. Ramspeck. I didn’t want the one I got, Mr. Bender. I was 
drafted. 

Mr. Benner. You know my friend Brownson said the Republicans 
were slightly interested because of this being election year and the 
impending change of administration. But I think that is a gross 
understatement. We are just a little more than “slightly interested”’ 
in this whole subject. Possibly that has something to do with our 
thinking. 

Mr. Lanuam. Will the gentleman yield? 

Mr. Benver. I will be delighted to. 

Mr. Lannam. Suppose General Eisenhower were elected, what 
sort of recommendation would you make? 

Mr. Benper. I would make the same recommendation. 

Mr. Lanuam. Would it have the same weight? 

Mr. Benper. I don’t know about that. I would possibly ask some 
of my other friends to join us in making that recommendation to 
General Eisenhower. 

(Discussion off the record.) 

Mr. Benper. I want to point out that your observation regarding 
private industry taking many Government employees applies in every 
respect with the exception of stenographers. It is difficult to get a 
stenographer in Cleveland for private business because the rate of 
pay is so much higher than the average industry can afford. 

Mr. Ramspeck. I agree with you, Mr. Bender, and I said awhile 
ago that in the lower grades we pay more money than private industry 
does for the same work. That is why I did everything I could in 
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the last Congress to try to induce the Congress to make a percentage 
increase instead of a flat increase, which the House voted. I think 
we do have the difficulty in the Government of not paying sufficient 
salaries in the management jobs to keep the people we have who are 
good or get other people from outside who are capable. I do not 
mean to say that we can ever compete with private industry in the 
top jobs; for instance, the secretaries and assistant secretaries of the 
departments. There is some compensation other than salarv in 
occupying those jobs, and we could never pay $50,000 a year, w: h 
would be paid in private business for managing a large organiza: on, 
such as we have in some of our Government agencies, but we cvuld 
narrow the gap a little bit with great benefit, in my opinion, to the 
taxpayers of this country, because, after all, management and leader- 
ship are the things that determine whether an operation is a good 
operation or an inefficient operation. 

Mr. Benper. One other observation regarding this program: Isn’t 
it possible for another administration to make whatever change it 
desires irrespective of civil service? 

Mr. Ramspeck. Well, they can make changes. I wouldn't say 
‘frrespective of civil service.”’ They can transfer people. They can 
promote and demote people for cause under civil service. 

Mr. Benper. They can create new titles? 

Mr. Ramspeck. Oh, yes. They can abolish positions and create 
new ones and have done it on occasion. Both parties have done that. 
sometimes. 

Mr. Houirieip. Will the gentleman yield? Did you mean another 
administration in the Bureau? 

Mr. Benper. Political administration. 

Mr. Houirietp. The gentleman is not suggesting that a new 
administration, perhaps Republican, would junk the merit system and 
revert to the patronage system in order to accomplish their purposes? 

Mr. Benpgr. You are trying to put me on the spot. I have been a 
staunch advocate of civil service during all the years I have been 
engaged in legislative work both in Ohio and here, but I am not so 
keen about some of the people we have frozen into jobs under civil 
service, and I believe that a nonfreezing process would be very much 
in order. 

Civil service hasn’t cured indolence; it hasn’t cured indifference to 
work. Asa matter of fact, we have too many coffee hours. 

Mr. Ramspeck. Mr. Bender, can I comment on that? 

Mr. BeNpeEr. Yes. 

Mr. Ramspeck. In the first place, the Civil Service Commission 
has no authority over these employees once they become permanent 
employees. It gets back to the thing I was talking about before. 
It is a matter of management. If they keep incompetent people and 
let them remain indolent, it is a matter of bad management in the 
agency. It is not the fault of the civil-service system. I would not 
contend we have a perfeét system under civil service by any means. 
Any human system will have its faults. I do sincerely believe that it 
is better than the patronage system. I know from my own experience 
in life when jobs can be filled on a patronage basis vou are under con- 
stant pressure to get Jim Jones a job because he helped you get 
elected. I have had it placed on me, and you no doubt have had it 
placed on you, and every other man who has served. 
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You do not test the qualifications under a patronage system. 
I would not contend that people haven’t been covered in civil service 
in some instances where better people could have been gotten. I had 
an awful struggle in 1939 and 1940 to pass a bill putting a lot of 
people under civil service, and I never could have passed it if we met 
give the people who occupied those jobs the opportunity to take s 
noncompetitive examination, because Members of the Congress would 
not have supported an act which might have thrown those people out. 

Mr. Benper. My contention is that civil service does not neces- 
sarily create honesty and efficiency. 

Mr. Ramspeck. It is not an absolute guaranty. I think it does 
produce a better type of personnel. 

Mr. Benper. In this instance, in this reorganization plan, isn’t 
it a matter principally of management rather than civil service and 
paving these people a salary commensurate with the responsible work 
they have? 

Mr. Ramspeck. That certainly is a very important part of it. Ido 
think, as I said awhile ago, in answer to another question, that the 
mere fact that these people don’t owe their jobs when they are ap- 
pointed under civil service to any particular individual or faction or 
party makes their allegiance broader. They owe their allegiance to 
the entire public, whereas, if they are appointed through a patronage 
system, they have to do a lot of work to keep those jobs. They have 
to keep their political fences up. Sometimes they lose out to people 
in the same party because they do not keep them up. 

There is no certainty of tenure on a patronage job, even when the 
same party stays in power. Of course, the principal interest of the 
fellow is to keep his fences in order so he keeps his job. He is not 
thinking about serving the public. He is thinking about serving 
whoever got him the job. That is the way it works. 

They had a governor down in Alabama one time who used to say he 
wanted all his people fired when he got out of office, so they would start 
working to get him back into another office. That is the way the sys- 
tem works. 

Mr. Hourrievp. Is it the will of the committee that we finish with 
this witness before we adjourn for lunch or shall we adjourn until 2 
o’clock and ask him to return? 

Mrs. Cuurcnu. How long will it take? 

Mr. Houirirevp. It depends upon the questioning of the rest of the 
committee members. 

Mr. Ramspeck. | would like to get through, if possible. 

Mr. Hourrievp. I suggest that we move along and accede to your 
request and stay in session another 15 minutes at least. 

Mr. Buarnik. I will cut my questioning short. 

First, Mr. Bender raised the query, in event of a change of admin- 
istration, Would the newly elected officials be empowered to replace 
these classified personnel under this plan? 

Mr. Ramspeck. My reply was that they always can replace them 
for cause, just as the present administration could replace them for 
cause. They couldn’t just arbitrarily replace them. 

Mr. Biarnik. He could replace the Commissioner; couldn’t he? 

Mr. Ramspeckx. Yes. The Commissioner would still be a political 
appointee under this plan. 
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Mr. Buarnik. The three men under the Commissioner, the Assist- 
ant Commissioners, they would be classified. Would they remain in 
with the new Commissioner? 

Mr. Ramspeck. Yes, unless removed for cause. 

Mr. Buarnix. In a position requiring such close relationship as 
that between the Commissioner and the Assistant Commissioners, 
there being three, don’t you think the new Commissioner should have 
some say as to whom he would have as his close right-hand men for 
assistants? 

Mr. Ramspeck. | think one of the advantages of civil service is 
that you get people in these jobs who can serve either party with 
equal facilitv. Their allegiance is to the job and to the whole public. 
They are not partisan. Therefore, I think these three people who 
would be career people could do just as good a job for a Republican 
Commissioner as they could for a Democratic Commissioner. You 
get one of the advantages for having it that way. 

Mr. Buiatnrk. The Commissioner’s office is entirely or primarily a 
policy-forming function. His assistants would be in part policy- 
forming, too. It would be rather important. 

Mr. Ramspreck. Everybody who works for you contributes some- 
thing to your policy. They don’t make your decisions. That is 
where your line is drawn. The Commissioner would make his deci- 
sions. His Deputy Commissioners would help him get the facts and 
present the arguments on both sides, and he would make the policy 
decisions. 

Mr. Biarnik. What is meant by class B appointments? 

Mr. Ramspeck. Class B? 

Mr. Buartnik. Class B appointments. 

Mr. Ramspeck. The Commission under its rules and regulations 
has what they call schedule B appointments, which do not follow the 
normal civil-service procedure. They must qualify; they must meet 
the qualifications, but they are not competitive appointments. 

Mr. Buarnik. So, if this Reorganization Plan No. 1 is put into 
effect, the Commissioner could under these schedule B appointments 
choose the three men for his assistants? 

Mr. Ramspeck. Not unless the Commission gave him that au- 
thority. 

Mr. Buiartnik. This is merely for the record; my own statement, 
Mr. Commissioner. I was very disappointed right after World War 
II to come back home, as did many other young men who had _ been 
in Government service, and find so many men who were on temporary 
or “‘wartime indefinite’? appointments—many on high levels—were 


kept on and, having served enough time—2\ or 3 years—suddenly 
were declared by the Civil Service Commission to be eligible for 
permanent appointments, thereby making it impossible for many able 
veterans who held high office before the war to compete for those 
same jobs. Iam afraid there is still so much room for manipulation, 
even with civil service, that we do not have enough opportunity for 
competition so the best man may win or the best one of three may 
have a chance of winning in the true spirit of the merit system. | 
make that observation for the record. 

Mr. Ramsperck. [ am not familiar personally with what happened 
right after World War II, because I left the Congress January 1, 
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1946, and went into private employment. I had no reason to acquaint 
myself with how that situation was handled. I know during the 
war they were making war-service appointments, which gave no 
status. You say that certain of those war-service employees were 
converted to permanent status without giving opportunity to veterans 
to compete. I have no personal information about that. I wouldn’t 
be able to discuss it without looking into it. 

Mr. Buarnikx. There was a lot of it. I will conclude by saying 
that it is very gratifying to many of us to have men of your caliber 
end character and reputation in important posts in Government, 
particularly in this one dealing with personnel in civil service, such 
as the Commissioner of Civil Service. 

Mr. Hourrieip. Mrs. Church. 

Mrs. Cuurcu. I noted with great interest your approval of plan No. 
1. In your excellent statement, however, vou seemed to be approving 
largely the plan on the ground of its initiation of civil service in 
principle and practice in the Bureau of Internal Revenue on a different 
level. I am wondering whether or not you give the same full-hearted 
approval to all parts of the plan. 

Mr. Ramspreck. Mrs. Church, I frankly do not think I am com- 
petent to pass on the details of the plan. 

Mrs. Cuurcu. It is the principle of civil service that you are en- 
dorsing? 

Mr. Ramspsck. Yes. I have not discussed it with the Treasury 
Department officials. Here is what I mean. I do not know whether 
they need these 25 new jobs, regional people, or not. I think they 
are in a better position to determine that than I would be because I 
am not familiar with the operations, the details of the operations, of 
the Bureau of Internal Revenue. I do think, by putting them under 
civil service, we can get better people and keep better people, whose 
allegiance would be to the public rather than those who appointed 
them. 

Mrs. Cuurcn. We heartily agree with that and we thank you for 
your public statement, which could be used ad infinitum in exposition 
of that theory. The point comes to my attention because another 
committee of the Congress is considering another plan and it has been 
ruled—and probably justly—that that plan cannot be considered as 
an alternative by this committee. Far be it from me to comment on 
the vagaries of a Congress that has two plans dealing with the same 
reorganization and has two different committees working on them. I 
have neither the authority to comment on that nor would I wish to. 

It is important to have your statement, however, that you are 
really making your approval on the basis of the civil-service theory. 

Mr. Ramspeck. That is what I am approving. I have had no 
opportunity to study the operation of the Bureau of Internal Revenue. 
It is not within my responsibility. I can assure you I have all the 
work I can do in my own field. 

Mrs. Cuurcu. I am sure of that and that you do it with neatness 
and dispatch. 

Mr. Ramspecx. Thank you. 

Mrs. Cuurcn. During the hearings I have developed an interest 
in this problem of the policy of Government as it relates to employees 
resigning under fire. Perhaps you might as an authority give me a 
little more information on that point. Have there been many in- 
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stances, or is it a policy of Government to permit emplovees to resign 
under fire? 

Mr. Ramspecx. I would say there have been probably a good 
many instances where employees have resigned under fire, but, if the 
agency does what I think they should do—and I think generally they 
do—they put a record of those charges in the personnel folder and, 
if it is a serious charge, the Commission will put a flag on the folder, so 
that, if that person applies for a job in some other agency of the 
Government, then we will look into these charges. 

Mrs. Cuurcn. To your knowledge, Mr. Ramspeck, is a man who 
has such a mark on his folder generally rejected by another depart- 
ment? 

Mr. Ramspeck. They very often are and the complaints we get are 
that they do reject them without giving them an opportunity to ex- 
plain. They just won’t consider them sometimes because they have 
these charges in their file. 

Mrs. Cuurcu. It would seem to me that there would be some 
salutary effect in firing an employee before he knew he was under 
charges, or is that too practic * an approach? 

Mr. Ramspeck. We couldn’t do that to veterans because of the law 
and I doubt if it would be advisable to fire an employee without giving 
him a chance to answer the charges. 

Mrs. Cuurcu. I would certainly hold that no man should be dis- 
missed without a chance to present his defense. What I am trying to 
suggest is that the coup de grace, so to speak, be given to the employee, 
so that he knows he has not been semiexonerated by being allowed to 
retire voluntarily. It would seem to me that it would be a sound 
principle to set up in Government that, if a man were either incom- 
petent or for some personal reasons was objectionable and certainly 
if he were dishonest he knew he stood in danger of exposure to absolute 
dismissal. 

Mr. Ramspeck. As I understand what you are proposing, it is that 
once charges be made a resignation not be accepted until those charges 
he disposed of. 

Mrs. Cuurcn. Right. 

Mr. Ramspeck. Possibly that might be a good idea. I don’t 
know what the legal situation would be, whether you can refuse to 
accept a resignation. A person just quits. He says, “I am through 
and I am going.’”’ They can still put their determination of the 
charges in the file. 

Mrs. Cuurcn. The Commissioner, yesterday, in making a very able 
answer to this question brought up the point of the Constitution and 
its provisions against involuntary servitude. Isn’t it a fact that in 
private industry it is possible to put a man under the onus of dismissal 
without violating his constitutional rights? 

Mr. Ramspeck. I think you can say, “I dismiss you,’”’ and he says, 
“T resign.’”’ What the legal implications or complications are, I 
don’t know. Suppose somebody files charges against Jim Jones and 
he says, ‘“‘Well, I just resign,’’ what can you do about it? You can 
go ahead and say that you will put in his file that you think the charges 
have been sustained, but he is gone. He just walks off the job. 

Mrs. Cuurcn. Do you think that he should be protected to the point 
of never having his name exposed in a committee hearing as regards 
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his having resigned under such circumstances, or is that a further 
unnecessary protection? 

Mr. Ramspeck. A congressional committee, I would think, would 
be entitled to the facts, charges made, and what evidence they have 
to support them, and the fact that before a decision on those charges 
he resigns. . 

Mrs. Cuurcn. Thank you very much. 

Mr. Hourrietp. Mr. Meader. 

Mr. Meaper. I would like to associate myself with your statement 
to the effect that where an employee of the Government is employed 
on a merit basis rather than on a patronage basis, he feels his loyalty 
is to the entire country and you can expect more impartial and perhaps 
more skillful service from him. 

1 would like to state as a corollary to that proposition that where a 
so-called merit system or civil service system is not effective in secur- 
ing personnel on a merit basis, but is a cloak for patronage or the 
spoils system, that that is a worse situation than if it were a frank and 
open spoils system. 

! would like to know whether you could go along with me on that. 

Mr. Ramspeck. I think I would agree with you, Mr. Meader. 

Mr. Meaper. I would like to say further that that feature of Plan 
No. 1 which puts these rather important public trusts under a merit 
system strikes me as being something that perhaps should have been 
done a long time ago. ‘The thing that disturbs me is that in some of 
the Government agencies spoils, patronage and pull do not seem to be 
completely eradicated. I refer particularly to the Post Office Depart- 
ment and the disclosures of the Hoey committee of job sales in Mis- 
sissippi and disclosures in my own State that one of the party com- 
mittees there solicited political contributions from applicants for 
positions in the post office. Frequently public statements are made 
by Members of the Congress that they are responsible for the appoint- 
ment of persons to positions in the Post Office Department. That 
leads me to inquire whether anything can be done to assure that the 
Federal civil service system does really operate on a merit basis and 
particularly whether it can be done with reference to these positions 
in the Bureau of Internal Revenue. 

Mr. Ramspeck. You can’t condemn the Mississippi situation any 
more than 1 would, Mr. Meader. It was a very bad situation. I 
think it grows out of the policy which the Post Office Department has 
followed under both political parties ever since [ have known anything 
about politics. Once they get an eligible list for postmaster they sub- 
mit it to the political committee in the State providing there is no 
sitting Congressman in that particular area from the majority party. 
That is what happened in Mississippi, and it is an open invitation to 
coerce applicants to make contributions. I think the Postmaster 
General ought to stop that practice. Once an eligible list is had, I 
do not think he ought to submit it to the political committees in any 
State under any circumstances. 

Mr. Meaper. Does the Civil Service Commission at present have 
any control over that practice? 

Mr. Ramspeck. We have not. The letters which he sends out are 
within the law. They violate the spirit of the law because I think he 
knows—and I am not making this a personal criticism of any particu- 
lar Postmaster General because I say it has been done by both parties 
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down through the yvears—I think the Department has known under 
both Republicans and Democrats that they are going to get a political 
endorsement. They ask for a character endorsement. I have seen 
the letters, but they know what they are going to get is a political en- 
dorsement. I think it is wrong and ought to be stopped. 

Mr. Meaper. Is there any way that the law could be amended so 
that the Civil Service Commission could have some control over that 
practice? 

Mr. Ramspeck. I don’t think you can take the appointing author- 
itv away from the Postmaster General. Congress could pass a law 
prohibiting him from submitting these eligible lists to political com- 
mittees. There has been a bill introduced up here which would do 
that. 

Mr. Meaper. Do vou happen to know the number of that bill? 

Mr. Ramspeck. I do not. I remember seeing it. 

Mr. Meaper. That would apply not only to the Post Office but to 
all agencies of the Government? 

Mr. Ramspeck. | an not sure from memory whether it applied 
just to the Post Office Department or to other positions. That is the 
only place | know of that the practice is going on at the present time. 

Mr. Mraper. Is there anything in the powers of the Civil Service 
Commission or in any law that could prevent that same practice being 
adopted with respect to these 25 and 70 new positions in the Bureau 
of Internal Revenue? 

Mr. Ramspeck. No, sir. If they are asked only for character and 
fitness references, we couldn’t stop them. If they ask for political 
endorsement, we could stop it, but they do not do that. The Post 
Office Department has what they call advisers and in the Mississippi 
case they set up sort of a rump national committeeman and State 
chairman down there and named them as advisers. What they did 
was to tell these applicants that, if they wanted an endorsement, they 
would have to ‘‘pony up” with some money. We have had some 
pretty bad cases from down there, and some that were deplorable. 

Mr. Mraprer. I wanted to say while this matter was before us 
that | think the integrity of our civil-service system is a matter of 
extreme importance. If there is legislation which could prevent civil 
service being used as a mask for a spoils system, then | think that is a 
very urgent piece of legislation before this Congress, particularly with 
respect to the Bureau of Internal Revenue. 

Mr. Ramspeck. I personally would be very glad to see Congress 
prohibit that practice. I do want to point out it doesn’t convert it 
into a patronage system because the only choice they have is one out 
of the three who passed the examination. ‘The viciousness of it is in 
the coercion of people to contribute to a political party when they 
are not doing it on a voluntary basis. There is no reason why a 
Federal employee shouldn’t make contributions to the party of his 
choice providing he is not coerced. 

We have held in many of the Mississippi cases—actually it was an 
offer to buy the office because they made the contribution before the 
recommendation of the adviser was made to the Postmaster General. 
It doesn’t quite constitute a patronage system. It does mean very 
often that a man ts coerced into making a contribution which he 
otherwise wouldn’t make. 
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Mr. Meaper. I understand that with respect to the eligible register 
you mentioned there was not at least complete patronage. There have 
been instances where if there was not an acceptable candidate from 
the point of view of the party committee among the top three names 
of the register, another examination would be held. 

Mr. Ramspeck. Not if they have three eligibles. If they don’t 
have three, we have to hold another examination. 

Mr. Meaper. That is all. 

Mr. Ho.irrevp. Mr. McVey. 

Mr. McVey. I should like to ask one or two questions with regard 
to post-office appointments. What constitutes first-, second-, and 
third-class post offices? 

Mr. Ramspeck. They are based on the receipt from the office, 
Mr. McVey. From memory I couldn’t tell you how much receipts 
they have to have to be classified either first, second, or third. I think 
the first class constitutes all those which have receipts over $40,000 a 
year, but I don’t remember the division between second and third. 

Mr. McVey. If a vacancy occurs in a first-, second-, or third-class 
post office, how are such positions filled? 

Mr. Ramspreck. The law provides that the Postmaster General 
can either fill it by a noncompetitive promotion of an employee of 
the office or else he can ask us to hold a competitive examination 

Mr. McVey. In the case of a competitive examination anyone may 
take that examination? 

Mr. Ramspseck. Anybody who is an actual resident of the com- 
munity served by the office. That doesn’t mean a legal resident. It 
means an actual resident. 

Mr. McVey. That is all. 

Mr. Houtrretp. Mr. Bush. 

Mr. Busan. I don’t have any questions. 

Mr. Hourrretp. Mr. Ramspeck, it has veen a real pleasure for this 
committee to have you before us as one of our witnesses and give us 
the information you have given us on the civil service angle of Reor- 
ganization Plan No. 1. 

We thank you very much for your attendance. 

Mr. Ramspeck. Thank you, Mr. Chairman. 

Mr. Houirieip. The committee will adjourn at this time to recon- 
vene in room 1501 at 2 o’clock. 

(Whereupon, at 12:15 p. m., the committee recessed, to reconvene 
at 2 p. m., of the same day.) 


AFTERNOON SESSION 


The committee resumed hearings Tuesday January 22, 1952, at 
2 p. m., in room 1501, Hon. William L. Uawson, chairman, presiding. 

The CHarrMan. Will the committee kindly come to order. 

We will continue with the matter of Reorganization Plan No. 1 of 
1952. We have with us Mr. Ropert L. L. McCormick, director of 
research for the Citizens Committee for the Hoover Report. We will 
ask him if he will testify for us at this time. 

Ladies and gentlemen of the committee, Mr. McCormick. 
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STATEMENT OF ROBERT L. L. McCORMICK, DIRECTOR OF 
RESEARCH, CITIZENS COMMITTEE FOR THE HOOVER REPORT 


Mr. McCormick. My name is Robert L. L. McCormick. I am 
director of research for the Citizens Committee for Reorganization of 
the Executive Branch of the Government, popularly known as the 
Citizens Committee for the Hoover Report. My purpose in appearing 
before you today on Reorganization Plan No. 1 of 1952 is to indicate 
officially the position of the Citizens Committee on this plan. Further, 
you may find useful a brief comparison of the plan with other related 
proposals. 

Before starting my testimony, I would like to express our thanks to 
Mr. Hoffman for introducing his resolution of disapproval. While 
we do not agree with the intention of his resolution, we do believe it is 
the duty of Congress to consider these matters with care, hearing the 
“pros”? and “cons” in full. Reorganization plans are a novel form of 
legislating. In effect, they are “legislation in reverse’ and, without a 
resolution of disapproval, the problems would not get the full airing 
they deserve. 

It seems to me that is very important, Mr. Chairman, because 
there are so many accusations to the effect that the executive would 
just go ahead and do these things without the Congress knowing what 
they do, and I| think it is important to have hearings on the more 
difficult ones of the type your committee is running. 

The Citizens Committee recognizes Reorganization Plan No. 1 
as a major step toward efficiency and economy in the Federal Govern- 
ment. We support it. In our opinion, the reorganization proposals 
and the plans for extending the merit system to include the collectors 
of internal revenue are fully consistent with the recommendations 
made by the Commission on Organization of the Executive Branch 
of the Government over 2% years ago. Perhaps it is gratuitous to 
say this, but we do not like the basis—that is, the timing—on which 
the RFC was, and Internal Revenue Bureau is, being reorganized: 
that is, after the pot has boiled over. We believe in using reorgani- 
zation for fire prevention—not as a fire extinguisher. 

Of particular significance to this plan was the Hoover Commission’s 
finding that 
one of the chief handicaps to effective organization of the Treasury Department 
is the political appointment of collectors of internal revenue and of customs, and 
certain other officials. These appointments are considered by some as sinecures. 
They form a bar to orderly development of an experienced staff. 

Political favoritism in petty jobs, we believe, induces the scandalovs 
ethical conduct that lately has shocked the Nation. This has injured 
the confidence of many of our citizens in their Federal public servants. 
This reflects on the many competent, hard-working Federal civil 
servants. ‘Too, career public servants are discouraged or denied the 
opportunities for advancement—even when they are the best qualified 
persons for these administrative posts. 

It would appear—I think Mr. Ramspeck cleard this point up this 
morning, but J am still not quite sure. It would seem that section 3 
of the plan would prevent one possible loophole; that the incumbents 
might be “blanketed in” to the new jobs. We do not think that 
there is a loophole in section 3, but your committee may wish to obtain 
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official reassurance on this point. We believe that the examinations 
for the new posts should be open to all. 

As to the organizational phases of the bill, we have not seen all 
of the detailed proposals submitted to this committee underlying the 
plan, but they appear to provide for decentralization, cuts in the 
number of units reporting to a higher echelon, standards, and inspec- 
tion for compliance with standards—all basic recommendations in the 
Hoover report. We have seen no evidence that this is not the case, 
and we have seen evidence it is, and that evidence has been submitted 
to this committee in the form of charts and otherwise. 

On the other hand, the proposals in Reorganization Plan No. 1 are 
deficient in two major respects: First, organizationally, they do not 
effect the consolidation of the Bureau of Internal Revenue and the 
Bureau of Customs, as the Hoover Commission recommended, into 
a consolidated revenue service: and, second, personnelwise, they do 
not bring under the merit system other petty political appointees 
such as postmasters, United States marshals, RFC field directors, 
lawyers, and customs collectors. In these respects, our Chief Execu- 
tive’s proposals fail to achieve the changes which would attain max- 
imum efficiency and economy. 

Also, Senator Kefauver introduced a bill on January 14, to require 
that collectors of internal revenue be appointed in accordance with the 
civil-service laws. The Kefauver bill essentially seeks the same 
methods for appointing collectors as does the President’s plan, but 
provides for bringing them under the merit system under the existing 
organization of the Bureau of Internal Revenue. The Kefauver bill 
does not propose organizational reform as does Reorganization Plan 
No. 1. Therefore, the Kefauver bill, while a step in the direction 
which the Citizens Committee favors, is not as comprehensive a step 
as proposed in the President’s plan. 

We think it would be most unfortunate were the Congress to defeat 
this, based on the idea that perhaps they will pass the Kefauver bill 
later on, because we always take the view in these matters that a bird 
in the hand is worth several in the bush. 

The shortcomings of the President’s plan and the Kefauver bill 
would be overcome by legislation which has been before congressional 
committees for some time. The general provisions for taking petty 
officials out of politics are covered in the Dawson bill, H. R. 3674, and 
the Hoffman bill, H. R. 3304 (general management of the executive 
branch). The provisions regarding reorganization of the ‘Treasury are 
cevered in the Dawson bill, H. R. 3685 and the Hoffman bill, H. R. 
3313. The Senate companion bills are S. 1134 (Senator McClellan 
et al.) and S. 1150 (Senator Humphrey et al.). Despite wide differ- 
ences in political views of some of the sponsors, they joined together to 
back this important legislation to reorganize the Federal internal 
revenue and customs functions and to extirpate politics from tax 
collecting. 

The Citizens Committee takes the position that progress in adoption 
of the Commission on Organization’s proposals necessarily must be 
piecemeal in some areas. Therefore, despite the larger gains to be 
achieved through passage of the more comprehensive bills introduced 
last spring, the Citizens Committee holds that Reorganization Plan 
No. 1 of 1952 should be adopted—and made effective without delay. 
The great damage already done to public confidence in the conduct of 
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Government business must be restored quickly. This, in our opinion, 
can be done by adoption of the plan. I should say after adoption of 
the plan. 

If Reorganization Plan No. 1 of 1952 becomes law, a significant 
precedent will be established for eliminating many other petty political 
patronage jobs and making appointments to suc h positions subject to 
merit principles. This would be entirely consistent with Hoover 
Commission proposals. That is why we encourage adoption of 
Reorganization Plan No. 1 of 1952. 

Now is our finest chance for significant action on eliminating 
patronage and unethical practices in “distributing Federal jobs, while 
improving organization in the Treasury Department consistent with 
the Hoover Commission’s recommendations. 

Thank you. 

The Cuarrman. Mr. Hoffman. 

Mr. Horrman. Mr. McCormick, you referred to the resolution 
disapproving the plan. In explanation permit me to say that | 
have always been against the legislation in the reorganization bill 
which changed the legislative process from that specified in the very 
first sentence of the Constitution, which states that the legislative 
power is vested in the Congress, and the reorganization bill that we 
had, I belieye the President has the authority to send down proposed 
legislation, which became effective unless both Houses vetoed it, and 
then we had an amendment which permitted veto by one House 
expressing itself through a constitutional majority. In my judgement 
that act should be repealed. 

I have felt it my duty whenever any proposed plan came down to 
automatically file a resolution of disapproval so that a committee of 
the Congress, this committee, would hold hearings and learn if pos- 
sible what it was proposed to do and where, if any place, economies 
would be effected. 

Mr. McCormick. I think that is very sound, Mr. Hoffman. 

Mr. Horrman. It doesn’t always follow that because a resolution is 
filed calling for rejec tion of the pli an that there is a purpose to dis- 
approve the plan. 

I think the Congress and, through the Congress, the people should 
know what is involved. It occurs to me that you genilemen of the 
Hoover Commission oversold itself in that every time the Hoover 
label is pasted on anything the folks out home and especially the 
junior chambers of commerce all over the district turn the heat on us, 
and sometimes they haven’t the slightest idea of what is in the plan. 

The CHARMAN. We are in accord with you. You are orating for 
us all. 

Mr. Horrman. My motive is good. With all respect for those who 
demand action, I sometimes think they do not know what they are 
writing about. They are in favor of economy and efficiency, so am I, 
As I have listened to these hearings over the years, I don’t recall, 
although there may be such, any specific instance where we have been 
told that there would be economy. You have had more experience, 
I think, than anyone on this. Do you know of any plan—or, rather, 
keeping to this plan—do you know where in this plan you can point 
to any specific provision which will give us economy? We hope for it 
but | mean that will actually give it. 
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Mr. McCormick. I think, Mr. Hoffman, there is a normal aversion 
on the part of administrative officials to come in and say they will 
save money on one of these plans. 

Mr. Horrman. That is the same as when we say we are going to 
cut taxes or cut expenses. We tell that to our constituents all the 
time, but Congress does not go through with it. 

Mr. McCormick. To take another example, Government agencies 
almost always spend the full amount of their appropriations because 
they are afraid the appropriation will be cut next time. Similarly— 
and this is historical, | think—they virtually always take the view- 
point that they don’t want to promise any savings because they are 
afraid they will have trouble with their appropriations, even when 
there will be large economies, as there have been in the case of the 
veterans’ hospitals and in the case of many of the things that were done 
in the military up to the Korean time. 

It is just a normal reaction on the part of administrative officials, 
but I wouldn’t say that certainly all of them aggressively try to save 
money. Some do, some don’t. It depends on the man. 

Mr. Horrman. Is it desirable that you, as vou might say, unsell 
some of our civic organizations back home which write us always when 
these plans come up, and say, “You go for that,” and get them to 
realize that the plans if adopted will not always save money or give us 
efficiency? 

Mr. McCormick. We believe that the plans can, practically all of 
them, give savings and can give more efficiency, but just enacting 
them doesn’t do it. It has to call for very strong-minded and very 
intelligent administration, which is not always true. Sometimes you 
get it, sometimes you don’t. 

Mr. Horrman. And individuals with integrity. 

Mr. McCormick. And energy. Some do, some don’t. 

Mr. Horrman. You get my point? 

Mr. McCormick. Sure. 

Mr. Horrman. It goes a little further than that. I tried to indicate 
it before. You put a Hoover label on it, and that is the strangest 
thing to me, because over the years my friends on my right in the past 
had no faith in Mr. Hoover or the things he advocated, so they said. 
We heard about the Hoover depression as they called it. Now every- 
thing is Hoover. That is when they want to use his name for purposes 
of their own. It doesn’t make much difference what the President 
or anyone else pins this Hoover label on. It is the panacea. 

Then again they swing back when you come to asking them to go 
along with Hoover’s recommendations on foreign or domestic policy, 
they don’t want any of it. I[t is confusing to me. Put it this way. 
Hoover was the author of the depression. Hoover was and is the 
man who pointed the way to economy and efficiency, but every plan 
of the administration either adds to or takes something from Hoover 
recommendations. Then the New Deal Democratic Party wants none 
of his foreign policy. 

Mr. McCormick. If I might say off the record 

The CHatrMan. Off the record. 

(Discussion off the record.) 

Mr. Lannam. We are all confused. 

Mr. Horrman. Mr. Holifield is both Democrat and Republican, he 
is all things to all men in the primary in California. He can take it 
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up in executive session. Why was Hoover so bad for the country in 
1929 and so good for the country on the Hoover Commission and yet 
when he goes along with MacArthur, he is bad again? What are you 
going to do with these Hoover recommendations? You fellows or the 
President gives us a plan, and here we are with the heat on us all the 
time, when the plan is not a Hoover prescription. 

Mr. McCormick. We are very careful, Mr. Hoffman, when sending 
out information to all of these people, because we send the full text 
of the plan so that they will have it. We can’t make them read it. 
We can’t make 187,000 junior chamber of commerce members read 
the plan. 

Mr. Horrman. There was a chamber of commerce man in my 
office the other day, and he insisted on adoption of the plan. Could 
you put in more statements like vou made in regard to my introducing 
the resolution—that is, commending us by name? 

Mr. McCormick. We try to call the shots as we see them. 

Mr. Horrman. It would be extremely helpful in my own case 
because then 1 could devote more time to conferences with you and 
to study of the plan itself rather than being forced to take whatever 
has Mr. Hoover’s name on it. Will you keep that in mind? 

Mr. McCormick. Yes, sir 

Mr. Horrman. One other reason that resolution was introduced—it 
was to call to the attention of the Congress what, of course, we all 
know, and that is that the legislation itself is not the answer, and 
perhaps in some of those releases that you send out to the loca: 
chambers of commerce, if you would stress that—if I may be so 
presumptuous as to suggest it—just to stress the idea that the wors- 
ability depends on the character of the men selected to administer it 

Mr. Houtrieip. Will the gentleman vield? 

Mr. Horrman. You may have it. 

The CHarrmMan. I had called upon Mr. Riehlman. 

Mr. Riesuman. I yield to the gentleman. 

Mr. Houtrieip. Due to the fact that our colleague mentioned my 
name, I want to thank him for calling attention to the fact that the 
Republicans and Democrats in my district are well satisfied with my 
services and frequently nominate me for candidate from both parties 
and elect me in the finals. I think that speaks rather well for their 
satisfaction. 

Mr. Horrman. And for your ability along certain lines. 

Mr. Houirietp. The type of representation I have given them. 
I thank you for calling that to the attention of the committee. 

I would like to say further that my frequent reference—and always 
laudable—to the Hoover Commission recommendations also includes 
my realization that Mr. Hoover had a very able vice chairman of that 
Commission, Mr. Acheson, one of the greatest Secretaries of State 
we have ever had. 

Mr. Horrman. Now I know what is the matter with these reorgani- 
zation plans. I never knew before, and now | know. 

Mr. Houirietp. Then the bipartisan committee from the Con- 
gress 

Mr. Horrman. I agreed with what you said about former mem- 
bers, but this man Acheson, so far as 1 have been able to determine, 
never thought of domestic policy except Great Britain’s policy. 








192 REORGANIZATION PLAN NO. 1 OF 1952 


Mr. Rrestman. Mr. McCormick, I think you covered my question 
in your previous statement. However, it doesn’t make any differ- 
ence how many reorganization plans we put into effect and framework 
we set up for efficiency and economy. Unless we have an administra- 
tor who believes in these policies and is determined to carr v them out. 

Mr. McCormick. It can, sir, if the organizational set-up is hope- 
lessly bad, no matter how good a fellow “is, he cannot administer it 
properly. 

Mr. Rresuman. I am referring to Reorganization Plan No. 

Mr. McCormick. Under this ‘plan I think it is necessary * clarify 
the authorities, but that basically it depends on the men, that is true. 

Mr. Rrenumen. Would you agree that the framework is set up 
properly for that? 

Mr. McCormick. Under the plan, yes, sir. 

Mr. Riex~tmMan. Now you were at the hearing this morning, and I 
think you referred here to section 3, which might leave a loophole to 
blanket all of the previous collectors into this new plan. 

Were vou satisfied with what Mr. Ramspeck had to say in respect 
to that this morning? 

Mr. McCormick. I feel it shouldn’t be a basis for rejection of the 
plan, but I had a feeling that if I were the Civil Service Chairman, 
I would in this particular case, because of all the public criticism, 
I would throw the whole thing open to examination for all comers and 
IT would certainly recommend to your committee that you might want 
to say something like that in the report—just say that vou think it 
should be open to all comers. Because you remember the subordinate 
officials in the Bureau were blanketed into the civil service, as I recall, 
in 1942, and many of them have never undergone an examination. 

Mr. RrenimMan. That is all I have. 

The Cuarrman. Mr. Lanham. 

Mr. Lannam. Mr. McCormick, 1 have unifermly fought for the 
adoption of all Hoover Commission reports those that have vrone 
to the floor of the House. I don’t agree with all of the remaining 
recommendations, but I have been disappointed in the effect as far 
as econoiny is concerned with those that we have adopted. I just 
wonder if there have really vet been any savings. 

I remember there was some testimony here about the General 
Services Administration. There we were getting all of these various 
agencies together, and I believe there was some testimony last year 
that they now had more in the consolidated agency than they had 
altogether in all the other agencies that were combined. 

[ just wonder what the real picture is as to the savings which your 
committee has said was going to result from these we have already 
adopted. 

Mr. McCormick. Mr. Lanham, we are preparing now, at Mr. 
Hoover’s request, a complete hoedown on the question of what 
moneys have been saved. The reports that were sent by the Budge t 
Director and others left out the military and left out the Veterans’ 
Administration and left out General Services. They didn’t cover 
some of the most important matters. 

That will be ready in about a week, at which time I will send it to 
all members of the committee. 

Mr. Lanuam. I would like to have a copy of that. 

The Cuarrman. Mrs. Harden. 
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Mrs. Harpen. Mr. McCormick, on page 3 in your statement you 
say: 

In these respects our Chief Executive’s proposals fail to achieve the changes 
which would attain maximum efficiency and economy. 

Do you mean by the above lines—appointees such as postmasters 
and United States marshals, and so forth—should be included in 
this plan? 

Mr. McCormick. I think it is mainly, Mrs. Harden, on the basis 
of the organizational savings. We think if the Bureau of Customs 
and the Bureau of Internal Revenue were merged, for example, and 
put in the same offices, having the same personnel officer, same pur- 
chasing officer, same motor pool, use the same bookkeeping machines, 
same typing pools, and so on, that there would be fairly large savings 
that would not be possible under this plan. 

Mrs. Harpen. That is all, Mr. Chairman. 

The CHarrman. Mr. Blatmik. 

Mr. Buarnik. On page 3, Mr. McCormick, vou refer to postmasters 
among other officials, such as United States marshals and customs 
collectors, and RFC field directors. You list postmasters as political 
appointees. 

Isn’t the system now that all postmasters have to take an examina- 
tion conducted by the Civil Service Commission and the same pro- 
cedure is used where the top three of all candidates for a given assign- 
ment or appointment, the top three are referred by the Civil! Service 
to the Postmaster General, from which list one of the three is selected. 
Isn’t that the framework of the merit system? 

Mr. McCormick. That is true in theory, sir. I think most of the 
members here would know more than I would about it, because you 
go through it all the time, but it is certainly my understanding that it 
is very unusual for a member of a party that is out of office to obtain 
these posts. 

For example, Senator Aiken has mentioned to me the fact that he 
was on the Hoover Commission, and I remember he mentioned this 
in the Commission meetings—he said that while Vermont was almost 
entirely Republican, the postmasters were almost all Democrats. 
There is a variance of view as to how it happens. Certainly it would 
seem to me that once in a while in a State that is about 85 percent 
Republican one of them might win an examination and get the job. 

1 think in the South during the Hoover administration, for example. 
the opposite was the case, although the system was somewhat different. 

Mr. Buiarntk. Something is wrong, I won’t say vou are wrong. 
Let’s say you have 20 applicants for a postmastership in Vermont. 
Say of those 20 that they are all Democrats except three. This is a 
theoretical case. 

Of these candidates, the top three Republicans get on the register. 
There may be a disabled veteran among them or just a straight 
veteran. But these Republicans are the only three from which you 
can make an appointment. The other 17 you can’t touch by law 
itself. 

How in the world could you get a Democratic appointment in that 
case? 

Mr. McCormick. The way it works, as I ‘understand it, is if say 
the top three are Republicans, the post office doesn’t—it can either 
take one of those three or take no one. 
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Mr. Buarnik. It has to take one of the three. 

Mr. McCormick. It can appoint an acting postmaster for 6 months. 

Mr. Buatrntk. The acting postmaster is only in the office during 
the time it takes to process these examinations, but once those three 
are selected and are on the register and that register is placed in the 
hands of the Postmaster General, an appointment must be made 
within a certain specified time. It can’t be carried indefinitely. 

Mr. Lanuam. | think the way it occurs is that if there happens to 
be a Democrat among the three, even in a Republican State, of course, 
the Democratic Committee is consulted and naturally they are going 
to select the Democrat. I don’t think there is any mystery about it. 
There isn’t in the South, I know. 

Mr. Houirieip. Will the gentleman vield? 

Mr. Buarnik. Yes. 

Mr. Hourrievp. Isn’t it a little unfair to make the criticism at the 
top of page 3 in view of the fact that under this reorganization plan 
the President could not very well include postmasters, United States 
marshals, or RFC directors and lawvers? He could have included 
customs collectors in this particular plan, but under the one-package- 
plan arrangement wouldn’t it have been difficult for him to have in- 
cluded those other categories in this plan? 

Mr. McCormick. Yes; I think you are probably quite right on that. 

Mr. Houtrietp. The customs collectors could have been included. 

Mr. McCormick. They could have been under the plan. 

Mr. Hourrretp. There couldn’t have been covered all of the 
political appointees in every executive department, because Congress 
would prefer each plan to deal chiefly with the one department that 
was being reorganized; is that not right? 

Mr. McCormick. | would have to check the aet. 

Mr. Houtriecp. You are familiar with the one-package plan that 
we debated in 1949. In other words, an attempt was made to pro- 
hibit the President from sending up a plan in which he blanketed all 
the functions of different major departments together 

Under that arrangement, he couldn’t have sent up a plan which 
would transfer all the functions of the Navy Department over to the 
Internal Revenue. He would have send up a separate plan, one for 
the Navy and one for the Internal Revenue; is that not true? 

Mr. McCormick. Yes. 

Mr. Houirietp. That part of your statement is not technically 
wrong but practically so. I understand the principle. You are re- 
gretting the principle that all political appointees are not put under 
civil service. 

Mr. McCormick. All minor ones. 

The CHarrmMan. Mr. Brownson. 

Mr. Brownson. I notice, Mr. McCormick, you say on page 3: 

The shortcomings of the President’s plan and the Kefauver bill would be over- 
come by legislation which has been before congressional committees for some time. 

Then you eneumerate that legislation. Is it your belief that pas- 
sage of this Reorganization Plan No. 1 will accomplish essentially what 
is needed at the present time but should be supplemented by this addi- 
tional legislation at a future date? 

Mr. McCormick. That is correct. 

Mr. Brownson. I notice several of these bills are bills which were 
drafted as a result of the activity of the Citizens Committee and of the 
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Hoover Commission. As was mentioned before, our chairman’s bill 
and H. R. 3304, Mr. Hoffman’s bill, both came out of the recommenda- 
tions of the Hoover Commission and neither have been acted upon 

I wonder how many Hoover Commission reports have been passed 
by this Congress so far this year? How many bills based on the recom- 
mendations of the Hoover Commission has this Eighty-second Con- 
gress passed? 

Mr. McCormick. None of those 20 bills has been passed by this 
Congress so far. 

Mr. Brownson. None of the 20 has been passed by the Congress 
this year? 

Mr. McCormick. No. 

Mr. Brownson. Do you have any idea how many of those bills 
have been brought before the proper committes for hearings? 

Mr. McCormick. I would say half a dozen in the Senate, and I 
don’t believe any in the House. 

Mr. Brownson. Is the bill, for instance, of Mrs. Church’s proposing 
that a commission be set up to survey activities of the United States 
Government outside the continental limits of the United States—is 
that a result of the Hoover Commission recommendation? 

Mr. McCormick. Yes; I forgot that. That hasn’t been subjected 
to full committee hearings, just subcommittee hearings and no action 
has been taken on it. 

Mr. Brownson. That one, I think, is in Mr. Lanham’s subcom- 
mittee—Federal Relations with International Organizations 

Mr. Lanuam. We will try to complete the hearings and get a report 
during this session. 

The CuatrmMan. We hope to have hearings upon all bills referred to 
this committee before this session ends. 

Mr. Brownson. Thank you very much, Mr. Chairman. That is 
verv encouraging. 

Mr. McCormick, on the last page you say: 

Now is our finest chance for significant action on eliminating patronage and 
unethical practices in Federal jobs, while improving organization in the Treasury 
Department consistent with the Hoover Commission’s recommendations. 

Do you feel that the introduction of civil service will actually elim- 
inate unethical practices? 

Mr. McCormick. Of course, you can’t generalize too much, but 
[ think as time goes on you will find that a bureau where there has 
been a long and strong tradition of good civil service tends to become, 
I would say, pretty much purer than Caesar’s wife. There are many 
examples of bureaus that have been under civil service, where patron- 
age has been out 20 and 30 years, like the Forest Service, magnificently 
administered and no question of polities. 

It takes time. It may not happen immediately, but I think history 
shows us that when you do put a bureau of Government under civil 
service, in time it tends to become less subject to the whims of fate and 
less, shall we say, corruptible and negotiable. 

Mr. Brownson. Are there not some recommendations of the 
Hoover Commission for the reorganization of the Civil Service Com- 
mission itself? 

Mr. McCormick. Yes; there are a great many of them, and so 
far only the recommendations on recruitment have been put forward 
at this session in legislative form. 








196 REORGANIZATION PLAN NO. 1 OF 1952 


Because that was the most controversial matter we thought we 
would put that one in the first bill. That bill has passed the Senate 
and is now before the House. There will be other legislative proposals 
as soon as that bill is out of the way. 

Mr. Brownson. Has that bill been heard in committee in the 
House yet? 

Mr. McCormick. Not in this session of the Congress. It just 
passed the Senate, I think, the last day of the session. 

Mr. Houirie_p. To what committee has that been referred in the 
House? 

Mr. McCormick. Post Office and Civil Service. 

Mr. Brownson. My point in bringing that up is this. We are 
increasingly placing more and more confidence in civil-service type of 
administration in reorganizing agencies. I would like the record to 
show at this point that as we place increasing responsibility on civil 
service, | think it becomes increasingly necessary that we adopt at 
the very earliest date some form of reorganization of the Civil Service 
Commission in line with the Hoover Commission recommendations. 
lf we are going to throw a heavier load on Civil Service, I think it is 
necessary that their activities be reorganized on a more effective basis. 

Thank you. 

The Cuatrman. Mr. Curtis. 

Mr. Curtis. No questions. 

The Cuarrman. Mr. Meader. 

Mr. Meaprer. Mr. McCormick, were you present when Mr. Dunlap 
testified? 

Mr. McCormick. No;I1 was not, sir. 

Mr. Mraper. I think you say in your statement that vou are not 
familiar with the details of the plan that is contemplated by the Com- 
missioner if Reorganization Plan No. 1 is approved. 

Mr. McCormick. I am familiar only to the extent that these 
proposals have been covered in newspaper reports and a few press 
releases from the Treasury, but not in the great detail in which your 
committee is familiar. 

Mr. Meraprer. My attention was drawn to the provision, which 
I regard as the only new structural provision—namely, the creation 
of 25 new district commissioners. 

They seem to be the regional supervisors of the deputy district 
commissioners, which correspond to our present collectors. 

I asked Mr. Dunlap yesterday why the number 25 was selected, 
having in mind that most of the regional set-ups of Federal agencies 
are of a far lesser number than 25. Have you given any thought to 
that particular phase of this plan? 

Mr. McCormick. Yes; we have. As I say, we have not studied 
the charts, but as it has been explained in various newspaper stories 
and press releases from the Treasury and so on, the idea is to take the 
part of the administrative paper work from Washington and push 
it down to the district level, and part from the State offices and push 
it up. 

It seems to us that in a mass paper-work operation it can always be 
operated more efficiently on what you would call the medium area 
of decentralization, which would be to have large enough regional 
offices so that you can have volume paper work methods, such as 
having IBM machines, and so on, and which might not be practical 
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in Richmond alone; whereas, it would be practicable for a three-State 
area, say. 

I believe the figure they have set of two-and-a-half—what was it— 
something like two-and-a-half billion dollars worth of collections—— 

The CHarrMan. Two-and-a-half million returns. 

Mr. McCormick. That would probably come out, I would think, 
to $2% billion or $3% billion on an average in the office, and with such 
a tremendous pape r-work operation, it would seem like a reasonable 
level at which to have it centralized. If you had the whole sixty 
billion coming in here, it would be hopeless, for example. 

Mr. Merapver. You haven’t considered any alternative number of 
district commissioners? For instance, it appeared in the Paget re- 
port—a management firm that made a report in 1949 or some such 
time—it was recommended that there be six regions. 

As I recall, the judicial districts are something like nine. Other 
agencies, such as OPS and regulatory bodies are split up in regions 
of around 10, something of that order. I am just wondering whether 
any thought had been given by your organization to the new inter- 
mediary phase of this Bureau of Internal Revenue reorganization. 

Mr. McCormick. No, I really can’t comment on that. We have 
always thought pretty much when we are recommending districting 
of from 12 to 15 for the United States. 

Mr. Meaper. Was there anything in the Hoover Commission work 
to your knowledge that had any bearing upon the appropriate number 
of these regional offices? 

Mr. McCormick. I don’t believe so, though there may be. In read- 
ing the report, | don’t remember having seen it. 

Mr. Meaper. Now, turning to civil service again, I believe you 
were present this morning when Mr. Ramspeck testified, were you not? 

Mr. McCormick. Yes, sir. 

Mr. Meaper. And do you recall his statement in answer to my 
question that there was no more reason in this plan why the appointing 
authority, whoever the appointing authority is, clearing through the 
political committees than there is with respect to the Post Office, which 
you describe as not being under Civil Service. Did you hear that 
testimony? 

Mr. McCormick. I am not quite sure I have your question there, 
Mr. Meader. 

Mr. Meaper. Well, I asked Mr. Ramspeck whether there was 
anything that would insure that the district commissioners and 
deputy |district commissioners of the Bureau of Internal Revenue 
would [be appointed on a sheer merit basis rather than to require 
endorsement of a political committee. 

His answer, as I understood it, was that there was nothing that 
would insure that political considerations would not be involved in 
the appointment. Were you present when that testimony was given 
this morning? 

Mr. McCormick. Yes; I was. 

Mr. Meapver. Do you agree with him? 

Mr. McCormick. I think he can answer that question better than 
I can. I should think the Civil Service Commission would require 
that there would not be, and I think they have adequate authority to 
require it. 
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Again I would think if the committee is worried on that score, 
they should put that into the report as the intent of the Congress in 
approving the plan. 

Mr. Meapver. That would be merely advisory, would it not, Mr. 
McCormick, under the set-up for approving reorganization plans? 
Congress cannot amend or interpret, as I understand it, any plan 
presented by the President. We have to take it as it is or else reject 
it. It is our only course. Isn’t that correct? 

Mr. McCormick. That is your only course, but I certainly would 
feel it perfectly appropriate to report views to the Treasury on this 
thing. 

Mr. Merapver. Well, if your feeling that the civil service in the 
post office is really so ineffective as you describe it by Say ing that they 
are political appointees, and if Mr. Ramspeck is correct that the same 
procedure can be followed with respect to the Internal Revenue 
Department as is now followed with respect to the Post Office Depart- 
ment, aren’t we more or less kidding the public by saying you are 
putting those positions on a merit basis? 

Mr. McCormick. 1 don’t think so, sir, because in the case of the 
post office the final veto before a man can take a post rests in the 
Senate confirmation. If the local party group disapproves a post- 
master, even one of the three, I forgot to mention this, and the Sen- 
ators from the State refuse to confirm him, the job stays open and has 
to stay open. 

In this case there would be no Senate confirmation, so it would be 
perfectly possible for Civil Service to insist upon a straight merit 
basis, which is not possible in the case of the postmasters because of 
the Senate confirmation. 

Mr. Mraper. That does give the Congress a little more control, 
I suppose, over the appointment, but do vou mean that is the basis 
for politics injecting itself into the appointment of people in the post 
office, Senate confirmation? 

Mr. McCormick. I think so; yes. That is the basis. 

Mr. MEapeERr. You think there would be less likelihood for it to 
occur in the Bureau of Internal Revenue because the Senate would 
have no power of approval? 

Mr. McCormick. They would be straight civil service appoint- 
ments, and the fellow who came out second best would have the right 
of appeal within the agency, at least, if he didn’t get the job. 

Mr. Meaper. Has vour committee made any recommendations 
to avoid this political influence on appointments in the civil service? 

Mr. McCormick. Yes, we have both in the general management 
bill, mentioned in the hearing—it would take minor officials and make 
them subject to appointment only by the department heads. Our 
personnel bill has this wording in it, which is taken from the Tennessee 
Valley Authority statute: 

No person in the public service is for that reason under any obligation to con- 
tribute to any political fund or render any political service. 

This is section 11 of S. 1135, H. R. 3311, and H. R. 3687. 

Then it goes on to say at the bottom of the thing that 
Any officer or employee of any executive agency who is found by the head of the 
agency to have violated this section shall be removed from office by the head of 


such agency. 
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Then there are various wordings: 

In preventing the use of official authority to influence or coerce, the use of 
political or other qualification tests other than merit 
and so on. 

We have it in a bill, and it has worked very well in the case of the 
Tennessee Valley Authority and several State governments, which 
would make it illegal to use political coercion. 

Mr. Meaper. This is proposed as an amendment to the civil 
service law? 

Mr. McCormick. In the personnel bill; yes. 

Mr. Meaper. I am concerned about this matter of savings. I 
appreciate that the officials in the executive branch of the Govern- 
ment don’t want to make statements to a committee of Congress 
which might come back home to roost when they are asking for 
appropriations, but isn’t there some way, some kind of estimate that 
could be made as to what might result in the way of savings in man- 
hours and dollars from a reorganization of this type? 

Mr. McCormick. There should be: yes; but we can’t do it, and 
you can’t do it. It has to be done by the manager, the guy who 
manages the shop. He is the only one who can do it. 

Mr. Meaper. The Hoover Commission didn’t hesitate to make 
estimates as to what might result in the way of economies. 

Mr. McCormick. The task forees. The Hoover Commission 
itself made very few specific predictions of savings, but each task force 
made an estimate of what could be saved in the various departments. 

Mr. Meaper. In any of your study of this matter, have you seen 
any figures as estimates of what might be saved as a result of this 
plan? 

Mr. McCormick. Not from this plan. I have the over-all esti- 
mates that were prepared by the task force on the Treasury report. 
I don’t believe | brought them with me. They were made in letter 
form. 

Mr. Meaper. That is if the Hoover plan had been adopted? 

Mr. McCormick. The entire plan for the Treasury. As I recall, 
it was 20 or 30 million dollars. 

Mr. Curtis. Annual? 

Mr. McCormick. Annual, ves. 

Mr. Mraper. Could vou supply that figure? 

Mr. McCormick. I wili give you a full statement on that, Mr. 
Meader. 

Mr. Mraper. That is all. 

The Cuatrman. Mr. Bonner. 

Mr. Bonner. Mr. MeCormick, there has been a great deal said 
about appointing from civil-service registers. Somebody has to have 
the responsibility of making a selection. The condition now is that 
the appointing officer can take one of three on the register. 

Mr. McCormick. That is right, sir. 

Mr. Bonner. Would you be in favor of abolishing that condition? 

Mr. McCormick. We are in favor of increasing the number. We 
think three is not enough. 

Mr. Bonner. Then that would give him more scope to pick out 
efficiency in the eligibles? 


Mr. McCormick. Yes. 
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Mr. Bonner. Then because of the frailty of human nature, there 
is always, in every group of society, some degree of political activity, 
whether it is politics that we as Members of Congress think of, or 
politics in the church or any other organization, to favor someone 
personally. So if we followed your suggestion to go to six or whatever 
the number, then you would enlarge the possibility of favoritism, if 
we use that in the way of politics. 

Mr. McCormick. You could say that one way, but, on the other 
hand, I think everybody has gone through schools where you find 
people who can get a hundred in all examinations, yet if you give them 
a job to do, they can’t do it. That too often happens in the Federal 
service. 

Mr. Bonner. That is just what I wanted you to say. You don’t 
think, then, that these men who have proven capable and able and 
advanced in the civil service should be given a noncompetitive 
examination in this selection? 

Mr. McCormick. No, I believe it ought to be competitive. 

Mr. Bonner. It is not consistent, then. 

Mr. McCormick. I don’t follow you. 

Mr. Bonner. It is not consistent with the statement you just 
made, is it? I agree with you. I know some people that can take 
any kind of civil service examination and pass it, but you put them 
down to the practical working and common sense application, and it 
is all theoretical and up in the air. 

Mr. McCormick. I think in this case these posts should be turned 
open to competitive examination for all comers to take the examina- 
tion. Say 50 fellows take it and there will be 3 at the top. 

Now, in my opinion, there ought to be more than three who qualify, 
but under the present law it would only be three. Therefore, they 
would be required to take one of the three best and presumably, if I 
were administering the office, I would take one of the three with the 
most energy, and so on, rather than necessarily the one who got a 
hundred in the examination. I might take one who got 90, if neces- 
sary. 

But I grant you that the choice of three is too limiting. It ought 
to be five or in the whole category of superiors, qualified as superiors. 

Mr. Bonner. But you would want to eliminate the career man 
from having an opportunity to qualify by a noncompetitive examina- 
tion? You would still hold to that? 

Mr. McCormick. I would think so. If he is a good career man, he 
would probably win the examination because he has been there in the 
office, and if he isn’t, he wouldn't. 

Mr. Bonner. Then you said there were certain people who are 
skilled in passing examinations, more aptly than the one 

Mr. McCormick. Sure, no question about it. 

Mr. Bonner. What you say is interesting. I don’t know which is 
the best way to go. 

Mr. McCormick. I feel they are quite consistent. 

Mr. Bonner. You are so positive about this, and that is the only 
reason I wanted to ask you about the question, and you and I more or 
less agree. I agree with you about these skilled people taking exami- 
nations, and after they get in there, they don’t seem to have the knack 
of doing the thing as well as their examination would show. 

Mr. Ho.rievp. Will the gentleman yield? 
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Mr. Bonner. Yes. 

Mr. Houirie.p. I am very much interested in your observation. 
You have said before the committee that you would like to have the 
top three enlarged, you didn’t say to how many, so that it would give 
somebody the right to choose from an even larger number than thre e, 
a man for a position as to which he had taken an examination. 

Now, of course, if you enlarge that, you enlarge the area in which 
personal judgment of the appointing officer can be exercised. 

Mr. McCormick. That is right. 

Mr. Houirretp. We cannot always take out of the personnel 
officer’s mind the preferences, let us say, as to religious factors, racial 
groups, and other factors. So the enlarging of the number of eligible 
people for a job, while it might not involve a political—I am speaking 
now of a partisan political—recommendation, it certainly would not 

take out of the appointing officer the opportunity to exercise his 
own prejudices or preferences and allow him to have a larger field 
to exercise those preferences or prejudices if he did want to do so. 

Mr. McCormick. There is no question about that, but I feel if 
a fellow is responsible for seeing the job is done well, he should have 
some leeway in picking the people that work for him. The problem 
is: Say you want a man to go out and be in charge of a Dutch elm 
disease campaign or a golden nematode campaign where you are 
out on the countryside for 15 hours a day, and some fellow who 
can’t walk 2 miles wins the examination. You have to have a choice 
where you can pick a big, rugged fellow that can walk 15 hours a dav. 
That won’t show in the paper. 

Mr. Houirievp. It will show that I have elevated career people 
to postmasterships; in the three postmasterships in my district, they 
have been career people, and I also recommended for collector of 
internal revenue a career man of 19 years in the city of Los Angeles, 
but in all those instances those men were qualified. It doesn’t 
necessarily mean that they should be disqualified because they 
received a congressional recommendation. 

Mr. McCormick. No. 

Mr. Houirieitp. There are many of these political appointees that 
are highly qualified people. It is true that some of them are not, but 
1 beheve that the responsibility of most Congressmen to their constitu- 
ents is felt so keenly that they are pretty careful about whom they 
recommend for responsible jobs. If they are not, they usually get in 
trouble politically. 

The CuarrMan. Any further questions, Mr. Bonner? 

Mr. Bonner. No. 

The Cuarrman. Mr. McVey? 

Mr. McVey. No questions. 

The CuarrmMan. Mr. Bush? 

Mr. Busu. No questions. 

The Cuarrman. Mr. Lantaff? 

Mr. Lanrarr. No questions. 

The CuarrmMan. Mr. Baring? 

Mr. Barina. No questions. 

The CuarrMan. Mr. Burnside? 

Mr. Burnsipe. Are you in favor of veterans’ preference, the 1C- 
point veterans’ preference? 
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Mr. McCormick. That is a pretty broad question. We are not in 
favor of a disabled veteran getting 10 points if he failed the examina- 
tion to get up over the mark of 70. 

Mr. Burnsipe. You mean if he makes 59 

Mr. McCormick. Sixty-one, we will say. We feel if a fellow takes 
an examination for a job raising a drawbridge who can’t raise a 
drawbridge, that perhaps he can pretty nearly raise it, if he gets 10 
points being able to pretty nearly raise it and he gets 71, and he goes 
to the top of the list because he is a disabled veteran while failing the 
examination—we believe in all examinations a disabled veteran getting 
a passing grade, whatever it may be—it can vary—that the disabled 
veteran who gets the passing grade should be at the top of the list, 
the entire list, and that the other veteran would be put at the top of 
the four individual categories. It is quite a technical matter, of 
course. 

Mr. Burnsipre. You can’t pass over him. 

Mr. McCormick. You can’t pass over a disabled veteran under 
our proposal provided he passed the examination. It is no change 
except as regards the veteran who can’t pass the examination. 

The CuHarrmMan. We thank you very much, Mr. McCormick, for 
your contribution to our endeavors, and at this time I believe Mr. 
Lynch is present with us. I think Mr. Curtis wanted to question 
you about some matters. 


STATEMENT OF THOMAS J. LYNCH, GENERAL COUNSEL, 
TREASURY DEPARTMENT 


Mr. Curtis. Mr. Chairman, | want to thank you for having Mr. 
Lynch appear before us. | previously submitted a series of questions 
to Mr. Lynch, in regard to some technical aspects of suits, tax suits, 
that form the basis for the bulk of tax suits throughout the country. 
Many lawyers throughout the country have been deeply concerned 
with the technical problems. I think Mr. Lynch knows it 

In order to acquaint the committee with a little of this, | thought 
perhaps | would read into the record a memorandum prepared by 
Mr. Henry Cossard Smith, who is secretary of the committee on 
taxation of the Association of the Bar of the City of New York, as 
it would also help in answering these specific questions, Mr. Lynch. 
I will proceed. 

This was a memorandum prepared January 17, 1952, re the pro- 
posed reorganization of the Bureau and refund suits against the col- 
lector. It reads: 

Under the present set-up, taxpayers may sue the collector in the district court 
for the district of the latter’s residence, or sue the United States in the district 
court in the district of the taxpayer’s residence if the collector is dead or out of 
office without regard to the amount of refund claimed or, if the collector is still in 
office, if the amount claimed does not exceed $10,000. 

Since the proposed plan of reorganization abolishes the office of the collector, 
one of the first questions that comes to mind is, What will*happen to the suit 
against the collector? 

The functions of the collector’s office are transferred to the district commis 
sioners of which there will be between 21 and 25 strategically located throughout 
the country and who will handle, among other things, the assessment and col 


lection of taxes. ; 
Under section 7 of the Reorganization Act of 1949, where an agency is abolished 
in the course of a reorganization under this act, and its functions transferred to a 
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new agency, all of the functions of the former are, unless otherwise specified, 
deemed to be vested in the latter. 

Section 7 further provides that, where a suit is pending against an agency or an 
officer in his official capacity or in relation to the discharge of his official duties, 
such suit is not abated by reason of the abolition of the agency but may, upon 
motion or supplemental petition be continued against the successor of such agency 
or officer, or, if there is no successor, against such agency or officer as the President 
may designate. 

PROBLEMS 


In the light of this section, it would seem that pending suits against the collector 
would be continued and all future suits of this kind maintained against the district 
commissioner. This leaves uncorrected all of the anochronistic common law 
technicalities that now confuse taxpayers and often result in the defeat of just 
claims. 

Problems connected with suits against collectors: 

(1) Action against collector is personal so that if an action is pending at his 
death, the taxpayer has to await the qualification of an executor before the suit 
can be continued. In addition, the suit will prolong the administration of th 
collector’s estate. 

(2) Because of the personal nature of the action against the collector, suit 
must be brought in the district of his residence. With the reduction of the 
number of districts from 64 to 25, this rule may cause real inconvenience in many 
situations. 

(3) Where a tax is paid by credit, suit for refund cannot be maintained against 
the collector to whom the tax is thus paid on the theory that the taxpayer has 
not paid any money to this collector (Lowe Brothers Co. v. U’. S., 304 U.S. 302 
(1938)). ‘Thus the taxpayer must sue the collector to whom he paid the tax 
now being credited even though there is no issue between the taxpayer and the 
collector with reapect to this tax, and the tax with r spect to which there is an 
issue is litigated when the Government raises it as an offset. The tax liability 
in issue is thus litigated in this circuitous manner (U.S. v. Bertelsen & Peterse? 
Co., 306 U. 8. 276 (1939 





| Because of the personal nature of the suit against the coll ctor. it has been 
held that the fo Sine is not liable if the taxes when paid t him v re corre 
subsequently become incorrect because of a later occurrence, sin« he ollector 
was not guilty of any wrongful conduct Han mone AK lion v. Hartford-Con- 
necticut Trust Co., 89 F. 175 (2d Cir. 1937) cert. denis d, 302 U.S. 707 (1937 
(estate tax correct when paid but became excessive when State estate tay paid 
because of credit for State estate taxes)). By the time the taxpaver discovers d 
the mistake, it was too late to sue the Tnited States (Jlammond-K nowlton 
U.S., 121 F. 2d 192 (2d Cir., 1941), cert. denied 314 U.S. 694 (1941 

Although the Government has not alwavs taken advantage of this ru , there 
are numerous situations where its nansiieas application make a suit ag: { hye 
collector a perilous undertaking. 

Kk. g a) a retroactive change tax law net operating . arryv-bac 

unused excess profits carry back /) in some circumstances under tl 
tax credit where the taxpaver pavs the foreign tax in a different vear from that ir 
which the credit is taker the estate tax credit situation in the Hammond- 
Knowlton case, supra 

5) It has been argued, though unsuccessfully (Basch v. Nauts. 15 AFTR 1040 
N LD. Ohio 1934 that where a closing agreement is in ved, the ollector can’t 
be sued because the Commission is a necessary party in an attack against a closing 
agreement 

6 Mistakes such as naming the wrong collector frequently ov ir when suits 
are filed under pressure of time. 

7) Suppose taxpaver deposits money with collector A in a suspense account 
pending final determination of a deficiency When the deficieney is determined, 


\ is dead and the deposit is applied to the deficieney by his successor, B. Who is 
the proper party defendant? 

8) Taxpaver sends money to the wrong collector and the latter forwards it to 
the proper collector where it is applied against taxpaver’s tax liability Who is 
the proper defendant in a refund suit? 

9) Where tax for the same vear is paid to more t 
plicity of actions is permitted since each collector may be separate ly sued for the 
tax paid to him U. Bev. Kales. 314 U.S. 186 (1941 ; Where one of the collec- 
tors is dead so that the United States can be sued in his place, a multiplicity of 


han one collector, a multi- 
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actions may, under certain circumstances, be required unless a single suit is 
brought in the Court of Claims since the United States cannot be joined as a 
defendant with other parties. 

(10) If a taxpayer is allowed to offset taxes, recovery of which is barred by the 
statute of limitations, against an additional tax and he sues the collector for 
refund of the additional tax, claiming the offset, has he selected the wrong de- 
fendant where the taxes sought to be offset were paid to a different collector? 
(See Electric Storage Battery Co. v. Rothiensies, 152 F. 2d 521, 526 (3d Cir., 1945) 
which answers in the negative, reversed on the ground that there is no recoupment 
in this situation, 329 U.S. 296 (1946).) 

The foregoing technical problems become even more technical when viewed in 
light of the fact that if the United States is the defendant the problems are 
avoided. Thus if proper attention is not paid to the technicalities, choice of the 
defendant may determine the outcome of the suit. Similarly, an advantage of 
suits against the collector such as a right to jury trial may depend on the longevity 
of the collector or, if he retires, on the ability to serve him with process. 

The reorganization plan shifts these problems from the collector to the district 
commissioner except perhaps in the fourth problem mentioned supra since both 
collection and refunds may now be handled by the deputy commissioner. This is 
not certain however from the descriptions of the plan and it is also conceivable 
that refunds will be passed on by one of the assistant commissioners. If this is so, 
even this problem is unsolved since the only wrongful act in the situation envisagea 
in No. 4, supra—the disallowance of the refund claim—will not be committed by 
the person sued and the latter’s collection of the tax was lawful. 

All these problems can be eliminated by allowing suits against the United States 
in the district courts, for convenience of venue, without regard to the amount 
claimed. 

However, that isn’t the case. 

Jury trials should be allowed in all cases and both the Government and the 
taxpayer should have the right to claim trial by jury. 

The anachronistic technicalities arising from the fiction that a suit against the 
collector is an action against the person of the collector has no place in the law. 

The reason I took the trouble to read that lengthy thing is the fact 
that I think you will agree, Mr. Lynch, that the technical law that has 
grown up, not by statute but by common law, involving suits of col- 
lectors is a highly technical thing. Would you agree to that? 

Mr. Lynen. Yes, I would say 

The CHarrMaNn. Before you make your statement, I would like to 
read from 

Mr. Hourrire tp. I would like to ask if the gentleman’s oration was 
in the form of a question or a statement. 

The CHarrMan. He said it was a statement. 

Mr. Curtis. It was a statement merely to give the background to 
the questions I will ask. 

Mr. Houirievp. | listened patiently, and in view of the fact that 
you objected to a statement I made vesterday, I wanted to call that 
to your attention. 

The CHarrMan. Let me read this from the Reorganization act of 
1949: 

No suit, action, or other pending proceeding lawfully commenced by or against 
a head of any agency or other officer of the United States in his official capacity 
or in relation to the discharge of his official duties shall abate by reason of the 
taking effect of any reorganization plan under the provisions of this Act 
and this reorganization plan is under the provisions of this act 
but the court may, on motion or supplemental petition filed at any time within 
twelve months after such reorganization plan takes effect, showing the necessity 
for a survival of such suit, action or other proceeding, obtain a settlement of the 
questions involved, allow the same to be maintained by or against the successor 
of such head or officer under the reorganization effected by such plan, or if there 
be no such successor, against such agency or officer as the President shall designate. 
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Mr. Curtis. That would answer any suits filed now, and, of course, 
the questions these attorneys throughout the country—and they are 
neither for nor against this plan, they are just afraid of the situation as 
to whether these rights will be lost—I think maybe the fair thing would 
be to ask you to comment generally and then we can go on to these 
specific questions. 

Mr. Houirre.p. I am going to object to answers to all of these 
multitudinous technical and legal questions in our committee, because 
they involve, in my opinion, going into matters of existing law, which 
this organizational plan does not affect, and over which we in this 
committee have no jurisdiction. 

Mr. Curtis. That is the question, if I may say, Mr. Chairman, as 
to whether or not this reorganization plan does affect those rights. It 
isn’t for the purpose of going into these technicalities. 

Mr. Houirre.p. In my opinion, in view of the statute that the chair- 
man just read, any further questions as to jurisdiction and as to the 
effect of the plan would have to be decided by the courts. 

Mr. Lantarr. There is one fundamental issue behind all those ques- 
tions. That is the fact that by statute the collector is given the duty 
of collecting taxes, and therefore suits for refunds are brought against 
that collector in his individual capacity in the district of his residence. 
The taxpayer, by virtue of its being a common law action, is given a 

right to trial by jury. We are spec ific ally, by this Reorganization Act, 
ualine the statute creating the office of collector, and therefore the 
question arises as to who is going to assume those duties as a collector. 

It is going to be the district commissioner? Is it going to be the 
deputy district commissioner? You have to determine that in order 
to find out where you are going to bring your action. 

These are basic questions that will grow out of the repeal of that 
statute. 

Mr. Ho.utrrevp. It abolishes the office, but it transfers all the 
functions of the office to the deputy commissioner in each! district 
with some additional functions. 

Mr. Lanrarr. Suppose the district commissioner is in Atlanta. 
I then have to go outside my State and to Atlanta? Or does it mean 
the secretary of the Treasury is the one that is assuming these duties 
that were previously imposed by statute? 

Mr. Houtrieip. Possibly we should let Mr. Lynch give us the 
result of his legal opinion upon the transfer of functions, and I under- 
stand it goes to the deputy district commissioner, who takes over the 
functions of the present internal revenue collector, with some addi- 
tional functions. 

The CHarrMan. Let’s let Mr. Lynch answer it. 

Mr. Curtis. I want to make this explanatory comment to Mr. 
Holifield. The purpose of reading this technical, raising these tech- 
nical questions, wasn’t with the object in mind of in any way solving 
these technical problems, but just to bring to your attention the vast 
field of technicality that exists and that is why I want Mr. Lynch to 
comment on the general situation. 

Mr. Lantarr. Before he answers that, let me answer Mr. Holifield. 

There are transferred to the Secretary of the Treasury the functions 
if any, that have been vested by statute in officers, agencies, or employ- 
ees of the Bureau of Internal Revenue of the Department of the Treas- 
ury since the effective date of Reorganization Plan No. 26. Therefore, 

93736—52— 14 
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if these functions are transferred to the Secretary of the Treasury, as 
it says here, it would mean we would have to come to Washington 
for these suits and have a District of Columbia jury. 

The CHAIRMAN. You were reading from the plan? 

Mr. Lantarr. Yes. 

Mr. Houirietp. That has to do with such amendments to the 
appropriations acts and others as have been made since the passage 
of Reorganization Plan No. 26. 

The CuarrmMan. Mr. Lynch. 

Mr. Lynen. Addressing myself to the point last made, you will 
observe that in Reorganization Plan No. 26, which was enacted in 
1950, the first section is ‘Transfer of Functions to the Secretary,” 
and it says: 

xcept as otherwise provided in subsection B 
which is an exception for the Administrative Procedure Act 
and subject to the provisions of subsection C 
which has to do with the Coast Guard as being part of the Navy— 
there are hereby transferred to the Secretary of the Treasury all functions of all 
other offices of the Departmeat of the Treasury and all functions of all agencies 
and employees of such departments. 

The reason I read that is because it is an accomplished fact, and 
it has been in effect since 1950, and there hasn’t been any effect from 
it which takes away the right to sue collectors. . 

The point is there would be the power in the Secretary of the 
Treasury to take away the powers of collectors, the delegations, and 
redelegate functions. 

Now with that background, we have got to make it as clear as we 
can, and we have said it categorically, and we intend it categorically, 
that the functions now vested in collectors that affect the right to 
sue will be vested under this plan in the deputy district commissioners. 

The right to sue the collector doesn’t come from the fact that he is 
in the statute as collector; there isn’t anything in the statute which 
says vou may sue the collector. The right to sue the collector comes 
from the functions he performs. 

That same function will be in the deputy district commissioners. 
I make no pretense of being able at this point to answer all the inter- 
dependent questions in the memorandum there. If would be glad to 
take that, if vou would like me to. 

| would like to, however, have my previous observation apply to 
all those questions, that there is nothing that we see in this plan at 
this time that deprives any taxpayer of the rights he has now in 
respect to the matters that we are now talking about 

lt is our intention to preserve them that way, and we have so said 
in all statements before this committee. That is so said in the Presi- 
dent’s message. It was so said in the Secretary’s statement, and in 
the details of the functions as they were explained here by Commis- 
sioner Dunlap. 1am sure that in his detailed delineation of functions 
it was clearly shown that those functions will reside with the deputy 
district commissioner. 

Mr. Curtis. The section you are referring, I believe, is 3651, and 
I am going to try and quote it: 

It shall be the duty of the collectors or their deputies in their respective districts, 
and they are authorized to collect all the taxes imposed by law, however the same 
may be designated. 
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Is that your understanding? 

Mr. Lyncu. That is correct. 

Mr. Curtis. And you feel that because it applies to the duty of 
collecting, therefore, whoever is assuming that duty will immedi- 
ately 

Mr. Lyncu. That is correct. 

Mr. Curtis (continuing). Become subject to the same suits that 
we used to have and all the other rights would attach. 

Mr. Lanrarr. Will the gentleman yield? 

Mr. Curtis. Yes, | yield. 

Mr. Lanrarr. In other words, We can assure our attorneys at home 
that the Bureau won’t raise a jurisdictional question; is that right? 

Mr. Lyncu. We certainly don’t want the Bureau to raise it, and, as 
a matter of fact, we appreciate this opportunity to clarify this point, 
because I know it has been a matter of concern to some members of 
the bar outside, and rightfully so. As the plan was presented origi- 
nally in chart form a superficial look might have indicated that the 
collectors were to be displaced by 25 district commissioners instead of 
the broad base of deputy district commissioners. This vives a chance 
to clarify that, in response to the concern people have shown as to the 
right to sue. 

Mr. Curtis. The office of the deputy district commissioner is not 
mentioned in the reorganization plan. 

Mr. Lynen. No. 

Mr. Curtis. So it follows that the determination as to whether 
there shall be such an office, how many such offices there shall be, 
how long such offices shall continue, and what functions, duties, and 
responsibilities shall attach to such office, while it exists, is left entirely 
in the hands of the Secretary of the Treasury, subject to change at 
any time at his sole discretion. 

Mr. Lyncu. I should say it has been that way in a sense since the 
passage of the Reorganization Plan No. 26 of 1950. 1 think our reli- 
ance is on the fact that that is and has to be the basic framework 

Mr. Houirievip. Isn't the basic reason, if | may ask you to viel! 
isn’t the basic reason behind all this that Congress desired to pinpoint 
responsibility in the vesting of agency functions, as advocated by 
the Hoover Commission, in one responsible head? Congress could 
bring that head before their various committees and require of him a 
responsible answer as to procedures; is that right? 

Mr. Lyxcu. Yes. 

Mr. Hourriretp. And the at is a principle that is well-established in 
the Hoover Commission’s report, and it has been accepted in order 
to find out where re sponsibility lies, 

Mr. Lyneu. That is correct. 

Mr. Houirietp. Now in that responsibility, if it is misused in any 
part of the structure, you pinpoint the responsibility, vou don’t have 
to go into the local areas and assess responsibility of the local indi- 


vidual. You call the Secretary of the Treasury down here and you 
say, “Sir, you explain to Congress why your subordinate, who has your 
delegated function, has done as he has done.’’ Isn’t that the basis? 


Mr. Lyncu. That is correct, and in addition to that, 1 should say 
this committee and the proponents of that type of authority wanted 
to give the head of the department the necessary flexibility for the 
management of the department for which he is responsible. 
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Mr. Houtrre.p. In addition, I would also like to ask you this, 
because I note in the Secretary’s letter to the chairman, in paragraph 3 
on his first page: 

In addition, this reorganization of the deputy commissioner’s office would bring 
to the taxpayer at the local level many additional services and functions that are 
now not available to him in his State, but he has to go to Washington for. 

Mr. Lynen. That is correct. 

Mr. Hourrievp. In place of taking away some of the rights of the 
taxpayers and convenience of the taxpayers, actually under this plan, 
if it is carried out, you are giving to the taxpaver additional rights, 
access to additional services on the local level which he does not now 
have; is that right? 

Mr. Lynen. That is correct, that is one of the important purposes 
of the plan. 

The CuarrMan. Mr. Curtis? 

Mr. Curtis. In other words, you do feel there is no method of 
limiting the Secretary’s authority in this respect, and you feel that 
is proper? 

Mr. Lyneu. I think it is. 

Mr. Curtis. If the Secretary should decide, for example, not to 
substitute a deputy district commissioner for an existing collector or 
to abolish the office of deputy district commissioner or any existing 
collection district, who would collect the taxes, and what provision of 
law would make such persons subject to a personal suit for refund 
and to give the taxpayer a right to jury trial in such a suit, in your 
opinion? 

Mr. Lyncu. Do you want me to answer that? 

Mr. Curtis. Yes, please. 

Mr. Lyncu. That question is highly hypothetical. 

Mr. Curtis. Yes. 

Mr. Lyncn. The right to sue would go with the one who is perform- 
ing the function. 

Mr. Curtis. I thought that would be the answer. In other words, 
I understand your basic answer is that the right to sue follows the 
function rather than any title. 

Mr. Lyncu. That is correct. 

Mr. Curtis. And this statute would do that. Your answer, then, 
to this question of the right to a jury trial is preserved under the re- 
organization plan, the provisions of the plan preserving that right or 
that basic same answer? 

Mr. Lyncu. Yes. 

Mr. Curtis. I believe that answers all of these questions I have. 

Mr. HorrmMan. Will the gentleman yield? 

Mr. Curtis. Yes; on that particular question. 

Mr. Horrman. Am I correct that it isn’t the purpose and this legis- 
lation does not make it possible for the Bureau or the department, 
either one, to take from the taxpayer any right to sue which he now 
has? 

Mr. Lyncu. That is what we want to preserve, Mr. Hoffman. 
We want to preserve that, and we want to preserve it at the level of 
what was formerly the collector. 

Mr. Horrman. Thank you. 

The CHarrman. Mr. Curtis? 
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Mr. Curtis. Let me say this. The basic questions raised, that I 
had in mind, have been answered, and answered satisfactorily; but 
I wonder if you would—I have some questions, a series of them, as to 
the answers previously supplied, and rather than take any more time 
of the committee, if I gave those to you, could you give us an answer? 
I know Mr. Lantaff is interested. We can go over your answers, 
and if we thought they should go in the record, we might ask to have 
them put in. 

Mr. Lyneu. I will be glad to. 

Mr. Horrman. You are the top legal authority in the Bureau? 

Mr. Lyncu. I am the general counsel of the Treasury Department. 

Mr. Horrman. And you referred to a question a while ago as being 
hypothetical. 

Mr. Lyncn. By that “hypothetical’”’ I meant we have no purpose to 
take the functions away from the district deputy commissioners. 

Mr. Horrman. I want to give you one based on fact, and see what 
your answer to this is. This man filed his 1950 income tax and, under 
the rules and regulations as they are interpreted, he had a refund of 
$60 coming to him. The Department sent him two checks instead of 
one check, two checks for $60 each. 

Then they asked him to return the extra check, $60. He sent it to 
them. 

But then they wrote him saying they wanted interest on that over- 
payment of $60 Of course, it wasn’t his fault that they had sent him 
two checks. Hesentitin. The amount was one nickel, 5 cents. He 
paid it rather than carry it on. 

Then the Department—my question is: Who in the department 
had authority to do this? They said they wouldn’t fool around with 
the nickel, and they turned it over to the Salvation Army. Then 
they wrote him telling him—and I want to know what authority they 
had to do that—to take credit on his 1951 income as being a charitable 
contribution they had made for him out of the money. 

Why should the Government charge him interest for that $60 which 
they by mistake had sent him and why, when he sent them the interest, 
do they have the right to turn that over to the Salvation Army and 
then tell him to take credit as a charitable contribution on his next 
year’s income? 

Mr. Lyncn. Mr Hoffman, I know no more about that than that 
interesting piece in the paper about that case We have already 
asked the collector for a report on that case We haven't got it vet. 

Mr. Horrman. Do you know how much that report will cost? 

Mr. Lynen. Probably more than that nickel. 

Mr. Horrman. I have no doubt of that. I assume my questions 
here have caused more expense for stenographic service, has cost 
several times that nickel, but it is really irritating—aggravating, too, 
I might add—to the taxpayer to be treated that way. 

Mr. Lyncn. That is the worth of the report, to see that we find 
out what the facts are and see that cases of irritation like that, if they 
are well founded, can be removed. I think the report is well worth 
getting from that standpoint. 

Mr. Horrman. Is there any way that you know of—you are the 
legal authority—as to how the taxpayer can be better advised, that 
it will be helpful to him in making his returns? 
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Mr. Lynch. We have tried, Mr. Congressman, to provide facilities 
freely available at the local offices at the time returns are being made, 
and you will recall it has even gone beyond that. Certain classes 
of returns, all you need do is bring them in and the Government 
people, the Bureau people themselves, will fill them out. 

Mr. Horrman. Let me give you an actual one, on that matter. 

The young lady in my office has for years, my income being so 
limited, made my returns. Then I think your Department sent 
someone over here to the Capitol to assist Congressmen, a sort of 
special gratuitous faver to us. 

She took the books and went over there and that gentleman made 
out my return, and we paid the tax. Then that year they gave me 
a refund, I had paid too much. 

How does the Government so often make a mistake in favor of the 
Government and to the detriment of the taxpaver? 

Mr. Lyncn. No. This is directed to your point. Our instructions 
to all people in the field are very specifically to assist people in getting 
the correct determination of their tax, whether it results in a refund or 
ib deficiency. 

Mr. Horrman. There is so much trouble, and I am sure this is 
true 

Mr. Lyncu. We have tried to make that emphatic, and it has been 
renewed again. It was renewed again recently this year, that the 
purpose of all the employees of the Bureau of Internal Revenue in 
giving tax assistance to taxpavers should be to assist them in the 
correct determination of their tax, even though that means the pay- 
ment of a tax less than they had assumed or were prepared to assess 
themselves when they made out their tax returns themselves 

Mr. Horrman. Now I have another one right now that is up with 
the department. Here is a veteran, and he had a wife, and she got 
a divorcee and then she remarried and he remarried. Now the depart- 
ment comes along—he came to me when | was home—they have 
ordered him to pay three or four thousand dollars back taxes growing 
out of the fact that they say he claimed exemptions for the children 
at the same time he was paying alimony to his first wife, the mother 
of the children, and she apparently was claiming the exemption 

The second wife had some property. Then the Department official 
induced the veteran and his wife both to sign a waiver and agree to 
pay this several thousand dollars in back taxes. Of course, he can’t 
do it unless they take the property away from his second wife. 

I took that up with the Department in Kalamazoo. That is where 
he lives, over in that district. They were very courteous about it and 
said that the gentleman who had handled the transaction was away, 
going to school somewhere, and when he got back they would let me 
know about it. 

Then I got a letter from Detroit, and in substance they tell me it is 
none of my business and they don’t propose to explain the facts at all. 
The man hasn’t money enough to hire a lawyer, so on the advice of 
some radio commentator he writes his Congressman, and here I am, 
and when I try, I am told to tend to my other duties and let that 
alone. 

Mr. Lyncn. I don’t believe you say that is typical. We do try, 
and we should try to give as much helpful information as we can to 
taxpayers in cases like that. 
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Mr. Horrman. What about this fellow? How am I going to handle 
that? He has children. This second wife—if they take away this 
woman’s farm, you will have them on relief. That is no advantage 
to the Government. How am I going to help him out? Can't there 
be more cooperation in this? The Detroit fellow Says, “We can’t tell 
you anything.” I said, “ All right, you go ahead in court.”’ 

In court don’t you have to give the facts? Does he or doesn’t he? 

Mr. Lyncu. Yes. 

Mr. Horrman. He asked the Federal judge to make this fellow pay, 
your department does. When we get in court, can’t we find out about 
those reasons? 

Mr. Lyneu. Of course. 

Mr. Horrman. Why can’t he tell us before, without that expense? 

Mr. Lyncu. I would have to know more about the facts in this case. 

Mr. Horrman. We will be glad to send you the correspondence 
No obligation on his part to pay any fee to you or to me. 

Mr. Lyncu. There may be this, and ] am conjecturing without 
knowing the facts, that we are not privileged to give out information 
as to other people’s tax returns. 

Mr. Horrman. IT understand that 

Mr. Lyncn. It may be, if that was the basis upon which he couldn't 
give the information, I would suggest that if that had been stated 
clearly to you, you would have understood it, and the taxpayer could 
give you any information he wants to, and anybody authorized can 
act in his behalf. 

Mr. Horrman. Your collectors won't tell him. If vou tell him, 
he will tell me. 

Mr. Lyncu. He should be entitled to all information as to his return 

Mr. Horrman. Thatis what I thought. I should think his attorney, 
without compensation, acting in that capacity, would be entitled to 
a short cut right across from the department to me, instead of going 
around to this poor fellow, who has to work on his farm and grub out 
a living and who has no legal training. 

The Cuarrman. Now, Mr. Lynch, we are certainly pleased to 
have had you. We will stand adjourned until tomorrow morning at 
10 o’clock, at which time we will have two Congressmen who will 
testify, and we will endeavor to bring the matters to a close and take 
it under official advisement. So let’s come prepared tomorrow to 
try to close up the matter. 

(At 3:45 p. m., the committee adjourned to reconvene at 10 a. m., 


Wednesday, January 23, 1952.) 
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House oF REPRESENTATIVES, 
COMMITTEE ON EXPENDITURES IN THE 
ExecuTIvVE DrePpARTMENTsS, 
Wash ington, aD it). 

The committee met, pursuant to recess, at 10 a. m., in room 1501, 
New House Office Building, Hon. William L. Dawson, chairman, 
presiding. 

Present: Representatives Dawson, chairman; Holifield, Lanham, 
Karsten, Bonner, Blatnik, Burnside, Dorn, Fine, Lantaff, Hoffman, 
Riehlman, Harden, Brownson, Curtis, Church, Meader, McVey, and 
Bush. 

Also present: Christine Ray Davis, clerk; Annabelle Zue, minority 
clerk; Thomas A. Kennedy, general counsel; William A. Young, staff 
director, and Herbert Roback, staff member. 

The CHarrMan. Will the committee come to order. 

Mr. Curtis of Nebraska has another meeting to attend so we will 
hear from him first. 

Mr. Curtis, we are delighted to have you with us. It is always 
fine to have a Member of our body interested in the affairs before us 
to come before us to testify. We do not have that honor very often. 

Gentlemen, this is Mr. Curtis from the State of Nebraska, one of 
the most distinguished Members of our body. 

Mr. Curtis. 


STATEMENT OF HON. CARL T. CURTIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEBRASKA 


Mr. Curtis of Nebraska. Mr. Chairman, I do appreciate the chance 
to be heard briefly on the President’s Reorganization Plan No. 1 for 
1952. I appear for myself and myself alone. I do not speak for any 
of my colleagues on any committee, although I suppose some of them 
might agree with what I have to say. Having given some attention 
to the collection of our taxes in the Bureau of Internal Revenue for a 
while, I did feel that I wanted to make a statement here. 

It is not my intention, nor do I believe that everything in this pro- 
posal is bad. I think the big danger, from the standpoint of the 
public, is that they will believe that here, in this little package, is a 
solution to all the troubles in the Bureau of Internal Revenue. That 
is not true. It does not touch some of the things that need to be 
touched and I do not believe it is the ultimate, basic reform that we 
ought to have. 
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There are two or three things in it that I would like to mention in 
particular. The reorganization of the Bureau, according to these 
charts here, I find myself pretty much in accord with. Considerable 
of that is outside of the actual purview of Reorganization Plan No. 1. 
In other words, it is something that they could go ahead and do, part 
of it they couldn’t. What I am trying to say is that the streamlining 
and organization below Commissioner, the organizational part, I be- 
lieve, is pretty good. I certainly am not as experienced in this as 
many people are. Perhaps people who have spent years in the career 
service in the Bureau could find some fault with it and maybe it will 
have to be changed later, but it looks as if it is a good thing. 

My position on the matter of abolishing the collectors and creating 
the‘office of deputy district commissioner coincides with the statement 
that has been issued by former President Herbert Hoover. I think, 
to take the collectors out of polities, in fact perhaps remove the office 
of collector, is a good thing. I do not think it will solve everything 
by any means and certainly the Congress should provide for civil 
service for them. ‘That is, a genuine merit system. If it is the same 
type of civil service as is carried on for postmasters and rural carriers, 
you might as well call it patronage. 

The importance of this whole set-up is such that the least we can 
do is be frank and, if it is a merit system, make it a merit system; if 
not, leave it a matter of patronage, so that periodically there might be 
a change. 

I want to mention a couple of things that are in this reorganization 
that I do not like. One of these is involved in section 4 of the plan. 
It says: 

There are transferred to the Secretary of the Treasury the functions, if any, that 
have been vested by the statutes in offices, agencies, or employees of the Bureau 
of Internal Revenue of the Department of the Treasury since the effective date of 
the Reorganization Plan No. 26, 1950. 

Over a period of years the Ways and Means Committee and some 
of the members have had difficulty in getting data and information 
from the Bureau of Internal Revenue because the Treasury Depart- 
ment insisted that that information or data be submitted through the 
Treasury and there screened. Back in the middle forties the Congress 
passed a law that said the Joint Committee on Internal Revenue and 
its staff could obtain data and information direct from the Bureau of 
Internal Revenue. 

The Reorganization Plan No. 26 of 1950 created some doubt about 
that, so Public Law 2, Eighty-second Congress, first session, Congress 
again expressed itself for the right of the Joint Committee on Internal 
Revenue Taxation to get data and information direct from the Bureau 
without having to go through the Treasury. 

When I brought this up vesterday before the Secretary and Mr. 
Lynch, the General Counsel for the Treasury, they contended that 
my point was not necessarily well taken, that Public Law 2 was a 
limitation on the powers of reorganization and that they couldn’t 
and wouldn’t interpret Reorganization Plan No. 1 as repealing or 
abrogating Public Law 2. 

If that is the situation, that is all we want, but I think your drafts- 
men should be very sure of that. 

Mr. Houirietp. Mr. Chairman, would the witness like to complete 
his statement or suffer questions at this point? 
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Mr. Curtis of Nebraska. Whatever the committee wishes. 

Mr. Hourrietp. The testimony before us was that those four laws 
which had been passed since Reorganization No. 26 where certain 
functions were placed in lower units, which I think vou referred to, 
that those functions still exist. The law is still in effect. But the 
authority has been transferred to the Secretary. 

Mr. Curtis of Nebraska. I am not interested in the three or four 
bills the Treasury mentioned. I am interested only in this Public 
Law 2 which gave the Joint Committee on Internal Revenue Taxation 
power to get data from the Bureau without it being screened by the 
Treasury and without it being submitted to the Treasury. and the 
Treasury making its reply. 

Mr. Karsten. Did the Secretary say that they did not have any 
intent to deprive the committee of that authority? 

Mr. Curtis of Nebraska. They did. When I raised the question 
with the Secretary, both he and the Genera} Counsel for the Treasury 
contended that my position was not correct and that in any event 
they had no intention of doing it. But I mention it here because |] 
think your draftsmen should make sure that Public Law No. 2 is not 
interfered with by this. 

Mr. Hourrietp. I agree with the witness that something should be 
said in the report to that effect. 

Mr. Curtis of Nebraska. Yes. 

One other thing—and this again, may or may not come within the 
purview of the four sections of the reorganization plan as such, but it 
is part of the whole program—that is the matter of the Chief Counsel. 
The Chief Counsel is a Treasury official. He is a subordinate to the 
General Counsel for the Treasury Department. I think that the chief 
legal officer should be an officer of the Bureau responsible to no one 
but the Commissioner. 

1 am greatly impressed by this man Dunlap. I believe he is a man 
of a lot of ability, of integrity, and doing a good job, but here we have 
imposed upon a man the responsibility to collect 50, 60, 70 billions of 
dollars, to maintain a service that is free from corruption and that 
has the public confidence and try to restore the confidence which it 
has lost, and we say to that man right off, “You cannot even name and 
have your own lecal officer.’’ 

The least we could do for the individual charged with collecting 
all of those billions, of restoring the confidence of the people in the 
service, would be to make the chief legal officer a Bureau official, 
not a Treasury official, responsible only to the Commissioner, 

That takes me to my big objection, not to what you are doing here, 
but my big objection to this thing being offered as a cure-all for the 
problems that are facing the Bureau of Internal Revenue. I do not 
think that we will have the kind of a tax collecting machinery that the 
public is entitled to until we separate the Bureau of Internal Revenue 
from the Treasury Department. 1 do not think that you will elim- 
inate improprieties, laxness, favoritism and corruption to the same 
extent, as long as you keep it in the Treasury Department, as if you 
made it an independent agency. 

[I am going to try to be brief on this, but I feel the record should 
state this, 

The Secretary of the Treasury—and I am talking about the Secre- 
tary of the Treasury of any political party, mind you—the Secretary 
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of the Treasury is a part of the President’s official family. He is a 
member of the Cabinet. He is a part of the administration. He sits 
down with the Secretary of Labor and the Secretary of Commerce 
and the Secretary of Agriculture and the national party chairman of 
whatever party is in power and there is an atmosphere that is affected 
by the desire of that administration to perpetuate themselves. The 
people who contribute money, the pressure groups, the vested inter- 
ests, the political leaders, the political bosses, have, by reaching the 
administration m power, whether it is my party or yours, an open 
invitation to apply pressure, and the ultimate tax decisions are made 
by people whose tenure in office is determined by the, administration 
in power. It is a political tax collecting system. 

I made the remark yesterday, when the Secretary of the Treasury 
was present and Mr. Lynch was present, “Isn’t it true that this whole 
reorganization plan puts more control in the Treasury and less inde- 
pe ndence in the Bureau?’ 

He said ‘‘Yes.’”’ He said that is in line with the organization. 

Regardless of what notions we might have of the reorganization of 
Government generally, here you have a tub that has to stand on its 
own bottom. - You have an agency that has to collect 60 billion or 
more dollars from the American people. It is entitled to consideration 
by itself. 

I do not believe that you can have an independent or the type of tax- 
collecting setup you ought to have until the Bureau of Internal 
Revenue is removed rn the Treasury Department. I realize this 
hearing is in reference to Reorganization Plan No. 1, but I just will 
take a couple of cama to refer to the bill I have introduced, H. R. 
6127, which is before this committee. 

That bill would create an Internal Revenue Commission, maybe a 
better name would be a Federal Tax Commission, made up of three 
members. Eventually, I would want them to have a 9-year term. 
Why do I say nine? Because the Constitution provides that no 
President can serve longer than eight and their terms will be staggered 
and not more than two of them can be of the same political party. 
I stated in my statement that is found in the record that those three 
Commissioners should receive the same compensation as the Justices 
of the Supreme Court of the United States. I think they should be 
the type of men who should add stature to the Supreme Court. | 
believe that if an Internal Revenue Commission were established 
under that plan with three such men, they could then carry out pro- 
posals like this one here, probably with some modifications. They 
could collect taxes by law and not by men. They could lay down rules 
of procedure so that they would be in a position to protect the taxpayer 
just as much as they would be in a position to protect the Treasury. 

I believe they would be totally free from that political atmosphere 
of being dominated by one of the departments of the Government 
which is, after all, part and parcel of the administration in power, 
whether it is my party or yours. 

I think that, eventually, this will have to be done. My recom- 
mendation, then, would be that this proposal, H. R. 6127, for an 
independent agency, plus this streamlining, with the safeguards for the 
civil service suggested by Mr. Hoover, if all of that were done, we 
would have a Bureau of Internal Revenue that could really do the job. 
The situation is not good in the country. More and more confidence 
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is being lost. I have never made a public or private statement unless 
I have pointed out that the vast majority of the employees in offices 
of the Bureau of Internal Revenue are honest, and [ still think so, 
but many practices have grown up. Good tax lawyers tell me that 
the inefficiency and lack of uniformity in collecting taxes is probably 
losing us a billion dollars a year. I don’t think there is any question 
but what the conscientious people are paying more than their share. 

L will cite one little thing that the King committee uncovered, that 
is totally inexcusable. A lawyer or practitioner makes application 
for the right to practice before the Treasury in tax matters and he gets 
1 Treasury card. There were people on the Treasury’s list who had 
been disbarred, who had been convicted of felonies and still they re- 
mained on there. There have been other people that had been denied, 
for no good reason at all. Nothing was done about that until under 
the leadership of Mr. King of California, our committee went into it 
They complained there were so many thousands of names on there 
they couldn’t do it. Their attention was called to the fact that one 
stenographer could write a letter to the several States and get a list 
of the people disbarred and check it against that list, but it hasn’t 
been done. Our high tax policies and some tax cases have been 
determined in totally political atmospheres, and the only way you 
can get rid of that is to take the Bureau out of the Treasury Depart- 
ment, have an independent agency. 

I believe, by and large, that the Interstate Commerce Commission, 
our FTC, our FCC, and these independent commissions which we 
have set up—mavbe they have made mistakes, maybe they fellowed 
the wrong economic philosophy at times—but they haven’t been 
victims of partisan politics. There hasn’t been favoritism and there 
hasn’t been any wholesale corruption in them. This job is so big 
that the ultimate policies in tax collecting matters should be deter- 
mined by someone whose tenure is for a long period of time and who 
cannot be removed and reached by the politicians. 

Mr. Chairman, | thank you, very much. 

The CHatrMan. I wish to assure the witness that H. R. 6127, filed 
on January 21, 1952, will be given every consideration by the members 
of this committee. 

Mr. Horrman. Only one question. You are trying to get a 
procedure that would give the same results as the Comptroller General 
gives us in getting the bureau—I mean, out of politics? 

Mr. Curtis of Nebraska. | don’t know what you are referring to. 

Mr. Horrman. Mr. Warren’s job. 

Mr. Curtis of Nebraska. Probably something of that sort. 

Mr. Horrman. That is all I have. 

Mr. Karsten. Mr. Warren is an agent of the Congress. Would 
you make this an agent of the Congress rather than the executive 
branch of the Government? 

Mr. Horrman. Perhaps I was wrong. I thought Mr. Curtis was 
advocating an independent agency to collect taxes. 

Mr. Curtis of Nebraska. Mr. Warren's office is an arm of the 
Congress and not an independent agency. I think it would be more 
comparable to FTC and ICC 

The Cuarmman. Mr. Riehlman. 

Mr. Rresuman. Mr. Curtis, you have elaborated considerably on 
the bill you have introduced and the reasons for it, which are interest- 
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ing to me, and I was glad to hear what the chairman had to say with 
respect to that legislation; however, the problem we have before us 
today is whether or not we are going to adopt the Reorganization 
Plan No. 1 and you outlined one or two objections to that which are 
on the record, of course. 

Are you in favor of supporting this as the first step in the reorganiza- 
tion of the Department? 

Mr. Curtis of Nebraska. If assurances can be given that you are 
turning to an actual merit system and not a phony, such as operates 
with postmasters and rural carriers. 

Mr. RizuumMan. The only assurance we can have in that is the word 
of the Commissioner and of the Secretary. 

Mr. Curtis of Nebraska. I think not. I think the Congress can 
legislate on it. 

Mr. Riesuman. Well, we cannot legislate in this Reorganization 
Act. We can write into our report what the intention of Congress is, 
but we certainly cannot change the act as it is, or the plan. 

Mr. Curtis of Nebraska. | presume that would have to come from 
the Committee on Civil Service. Regardless of what this committee 
thinks, I think the House of Representatives should, as a whole, 
insist that it be a genuine merit system. 

Mr. Rresuman. Well, 1 am sure you understand that the only thing 
that we can do is either reject or accept this plan as it is and then write 
into our committee report how we feel with respect to these different 
provisions, so, with that in mind, if there should be a strong statement 
on the merit system, would you be willing to say you would support 
the reorganization plan as it is? 

Mr. Curtis of Nebraska. My present intention, if it comes to the 
floor, is to support it, but, as I say, I think the big danger is that it 
might be accepted by the public as a cure-all, and I think it is far 
from it. 

Mr. Rreauman. | agree with you. In any statement I might 
make to,the public or to the House, | would make the same statement, 
I would express the same attitude and feeling, that | am not sure it 
is a cure-all, but I do feel it is a step in the right direction, and what 
we are trying to bring about, at least in some respects, is to cure some 
of the ills in that Department. If we cannot get it all in one piece, 
if we can be assured of getting it piecemeal, that is what we should 
be assured of and be interested in. 

Mr. Horrman. | am having trouble, just as other Congressmen 
who have talked with me are having trouble getting information as 
to just what the set-up will be. We have had no testimony at all as 
to the details of the proposed changes. It is my thought, as Mr. 
Riehlman suggested, that it may be better to take a half loaf than 
none at all. Now, along comes this statement from Mr. Hoover. 
I understand Mr. King is here with the letter, it states that provisions 
for emplovees who have not undergone these tests do not seem to 
meet the present situation. 

Then | have Mr. Ramspeck’s testimony here before me where he 
said, yesterday—and there isn’t any doubt about what he said—that 
the Commissioner who had the appointing power wasn’t of necessity 
bound by the civil-service examinations or the opinion of the Com- 
missioner. If those men who are now in can be blanketed in, or 
promoted—that is the point that is bothering us. If we go ahead 
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and adopt this plan, no one knows what it will cost and no one during 
the hearings seemed to know how much it would cost to put it into 
operation—we do that and then, if we want something like Mr. Curtis 
has presented, we have spent all that money to no purpose. The 
change has been made and is fixed and we have tied our hands to a 
certain extent. 

You said you would support it. I thought I would, too, but I 
don’t know where I am now, not until this point is cleared. 

Mr. Lansam. | wonder if Mr. Hoffman hasn’t misconstrued Mr. 
Ramspeck’s testimony. As I understand, he didn’t say any of them 
would be blanketed in. Some of them would be given noncompetitive 
examinations, but they would have to meet the same standards as 
were set if an examination were held. 1 think that is Mr. Ramspeck’s 
testimony 

Mr. Horrman. I will stand on the record. I just read it 

Mr. Curtis of Nebraska. I would think if the chairman of this 
committee or any other committee that is interested, called upon the 
chairman of the Civil Service Committee, he might get some assur- 
ances that they would bring in a bill and let the Congress say what 
sort of a merit system they wanted 

The CuarrmMan. Mr. Dunlap and Mr. Snyder and those involved 
said they would be for widely opening the doors to competition 
They agree that the general public should be given an opportunity 
to qualify Mr. Ramspeck testified before us yesterday and he 
attempted to explain to us in detail the civil-service rules established 
by the Congress which would apply in this matter. Some of us have 
various interpretations of the witness’ testimony, but he has given 
us the benefit of his position and knowledge as Chairman of the Civil 
Service Commission. 

Mr. Horrman. If there is any misunderstanding, I am reading now 
from page 341 of the transcript of Mr. Ramspeck’s testimony. Page 
350 confirms my opinion. 

The CuHarrman. Let’s leave it. We will all get into this in exec- 
utive session 

Mr. Horrman. Let’s get it on the record. We can save time here 
instead of having 10 hours’ debate on the floor 

On the bottom of page 340 I asked him the question: “And he could 
pick anyone he wanted?” 

Then Mr. Ramspeck answered: 

No, sir. If there is a disabled veteran at the top of the list, he cannot pass him 
over without giving reasons in writing to the Civil Service Commission If we 
do not think they are sufficient, we report that back to him 


™r? 


Then I asked him: “Then, must he act’ 

Mr. Ramspeck answered: 

He still can pass him over under the law, but he cannot do it without giving 
reasons in writing, and we have the right to say that we do not think they ar 
sufficient. 

Mr. Lanuam. But he can select one of the three who is competent 

I thought Mr. Curtis referred to blanketing these people in, or you 
probably did. But you are reading now about the process whereby an 
examination is held and a list of three qualified persons is submitted to 
the Department for selection. 
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Mr. Horrman. That is right. The Commissioner can take any 
one of the three, and Mr. Ramspeck goes on and says that it isn’t 
necessary for those already in civil service to take an examination, for 
the Commissioner can pick one of those. 

Mr. Lanuam. That is a different statement, and you won’t find 
that in the record. 

Mr. Horrman. Let me read: 

Mr. RrexuMan. Take for example, if the Commissioner feels he would like to 
have a noncompetitive examination for many of the men who are now in the 
service and who have civil-service status and he writes qualifications to fit those 
men’s qualifications, suppose they don’t meet the qualifications that you feel or 
that we might feel are necessary for that type of office, what will be done about it? 

Mr. Ramspeck. Here is what will happen, sir. These are new jobs you are 
talking about. They do not exist today. 

Mr. RrexumMan. That is correct. 

Mr Ramspeck. Before anybody is proposed for appointment by a noncompeti- 
tive examination, the qualification for these 25 positions will be fixed. Then 
if he wants to fill them by a promotion of a civil-service employee having status, 
he can propose that and that man will be judged by these qualifications which will 
be the same whether he proposes to fill it by promotion of a civil-service employee 
or whether he asks us for a competitive examination. The qualifications will be 
the same. 

The CuatrMan. May I suggest that Mr. Curtis has another meet- 
ing to attend and these questions can be debated among ourselves. 
We will give each member of the committee an opportunity to ques- 
tion the witness. 

Mr. Houirinup. Mr. Curtis, I listened to your testimony and I 
noticed vou made two objections, the divided responsibilities of the 
chief counsel and the separation from the Bureau. Those were vour 
two main objections to tbe plan. 

Mir. Curtis of Nebraska. Yes. 

Mr. Houtrretp. On the subject of divided responsibility, I was 
concerned with that and I questioned the Secretary of the Treasury. 

I asked him whether the Assistant General Counsel will be respon- 
sible to the Commissioner of Internal Revenue or responsible directly 
to the General Counsel of the Treasury, and the reply was that he 
will have two functions. He will, insofar as the operations of the 
Bureau are concerned, be accountable to the Commissioner. In the 
studies on tax planning and that sort of thing, he would function 
through the General Counsel of the Treasury. 

Then, | questioned the Secretary along this line: ‘On policy making, 
then, on policy lines, he would be responsible to the General Counsel, 
and on operational lines, he would be responsible to the Commis- 
sioner.”’ 

The Secretary answered: “That is correct; ves, sir.”’ 

[ think we have that anomalous situation in several of our depart- 
ments of Government where there is a certain amount of divided re- 
sponsibility from the standpoint of accepting policy from one place 
and being under operational supervision in another. 

On the point of separation from the Treasury, you are aware, of 
course, of the Hoover Commission’s position on creating additional 
separate agencies. In the report on general management of the 
executive branch, page 32, the following occurs: 

There are too many separate agencies, several of which are not combined in 
accordance with their major purposes. Consequently, there are overlaps, dupli- 
cation, and inadequacies in the determination of policy and in the execution of 
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programs, with the resultant lack of a clear-cut mission for each department. The 
line of authority from departmental heads through subordinates is often abridged 
by independent authority granted to bureau or division heads, sometimes through 
congressional acts or appropriations. 

That is exactly the situation we face here. 

Mr. Curtis of Nebraska. I am aware of the general notion, and I 
certainly concur in it. However, here you have a bureau that collects 
billions and billions of dollars. You do not have another bureau like 
this. We need a tax collecting agency that couldn’t be reached by 
the politicians at all. 

Mr. Houirietp. You are aware that there are seven bureaus and 
the Coast Guard in the Treasury at the present time. 

Mr. Curtis of Nebraska. That is right. 

Mr. Houiriretp. Would you recommend a separate establishment 
for each one of those bureaus? 

Mr. Curtis of Nebraska. No. 

Mr. Houirreip. Just for this one bureau? 

Mr. Curtis of Nebraska. You fail to get the point. The Bureau 
of Internal Revenue is not a minor bureau. Its demands are the most 
important demands in every household financially, and in every busi- 
ness. 

Mr. Houtrrevp. I realize it is important, but I think your Coast 
Guard is important and your Bureau of Customs is important, your 
Bureau of Printing and Engraving and your Comptroller’s office are 
important. They are all in the Treasury Department. Therefore, I 
think you have to consider whether you are going to go in and cut 
down our principle which has been to bring together bureaus of like 
and related purposes and start forming independent agencies again. 

That is all. 

The CuHaitrmMan. Mr. Lanham. 

Mr. Lannam. No questions. 

The CuarrMan. Mr. Karsten. 

Mr. Karsten. 1 was very much impressed with what Mr. Curtis 
said in reference to the merit system. I am a strong advocate of the 
merit system myself. 

This committee has had some difficulty in connection with jurisdic- 
tion where we overlap with other committees. It seems to me under 
the rules we would have the responsibility of a continuing study of 
this merit system. Under rule 11 we have the duty of 
evaluating the effects of laws enacted to reerganize the legislative and executive 
branches of the Government. 

We have jurisdiction in that field irrespective of any other com- 
mittee. 

1 for one, would certainly be in favor of a program of a continuing 
study of this merit system if it is put into effect. 

The Cuarrman. Mrs. Harden. 

Mrs. Harpen. I regret it was impossible for me to be present for 
your entire testimony, which I am certain was interesting and informa- 
tive. ‘The question | had in mind, you answered for Mr. Riehlman, 
whether you intended to support the plan we are considering, when it 
came on the floor. 

That is all, Mr. Chairman. 

The CuatrmMan. Mr. Brownson. 
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Mr. Brownson. I would like to congratulate you on this plan you 
have worked out. I think Congress has waited too long for the Execu- 
tive to reorganize this Government scandal. It is time that a long- 
range, long-term plan, such as you are speaking of, was worked out, 
and I hope we will have the opportunity of considering that plan in 
this committee, shortly, instead of these piecemeal plans which may 
or may not {it into the ultimate picture. ' 

Mr. Curtis of Nebraska. Thank you. 

The CuarrmMan. Mr. Curtis. 

Mr. Curtis of Missouri. Have you read the remarks of Mr. Mason 
of Illinois, which appear in the Congressional Record this morning 
in reference to Executive Order 6166 of June 10, 1933, the essence of 
which is the Attorney General’s office was given the right to decide 
in what matters to prosecute, defend, or compromise or appeal or 
abandon prosecutions of any cases referred to it by the Bureau of 
Internal Revenue? In other words, that is so, according to Mr. 
Mason’s viewpoint, at any rate. It was that Executive order which 
lay at the basis of a great deal of the trouble that we are experiencing 
in the Bureau of Internal Revenue. 

Would vour plan continue the power in the Justice Department to 
handle all these tax cases? 

Mr. Curtis of Nebraska. Section 2, subsection (c), of my proposal, 
restores that power to the Internal Revenue. 

Mr. Curtis of Missouri. Under the reorganization? 

Mr. Curtis of Nebraska. You are referring to Executive Order 
6166 of June 10, 1933? 

Mr. Curtis of Missouri. That is correct. 

Mr. Curtis of Nebraska. Yes. 

Mr. Curtis of Missouri. Yours would eliminate that order and 
return it to the Bureau of Internal Revenue? 

Mr. Curtis of Nebraska. That is right. 

Mr. Curtis of Missouri. Under the President’s reorganization plan 
that we are now considering, that doesn’t modify Executive Order 
6166; does it, in your opinion? 

Mr. Curtis of Nebraska. No, I think not. I think one of the basic 
criticisms of Reorganization Plan No. 1, from my point of view, is 
what it does not do. 

Mr. Curtis of Missouri. In your opinion, that is one thing it does 
not do? 

Mr. Curtis of Nebraska. I think so. I didn’t read Mr. Mason’s 
remarks. I didn’t know whether I would place as much emphasis 
on it as he did. I think it ought to be with Internal Revenue. 

Mr. Curris of Missouri. I don’t know either. I was trying to get 
information. 

One other general question. As far as the various independent 
bureaus are concerned, which were mentioned—Federal Trade, 
Interstate Commerce, and I would add Federal Reserve Board—those 
are regulatory bureaus, of a regulatory nature rather than adminis- 
trative. The Bureau of Internal Revenue is administrative. They 
have a lot of details to perform. I just wonder whether we have any 
independent bureaus that are actually administrative. In my opinion, 
at any rate, administrative work should be under the direct control 
of the Executive, elected officials, who can replace them. I wonder 
if you have a comment on that observation? 
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Mr. Curtis of Nebraska. I agree with you that it would not be 
quite comparable to the regulatory commissions. | think the admin- 
istration of our tax laws, the collections, the regulations and interpreta- 
tions, have such a tremendous impact upon our economy as a whole, 
as well as every segment of it, that, in reality, they are regulating the 
affairs of everybody and because of the bigness of the job, I would still 
make it independent. Of course, I realize that is not the immediate 
thing before the committee today. 

Mr. Curtis of Missouri. Mr. Chairman, could I ask a question? 
Are we going to consider -Mr. Curtis’ bill, which I understand is re- 
ferred to the committee? 

The CHarrMan. It will be given consideration by this committee. 

Mr. Curtis of Missouri. Will we do it in an alternative way with 
the President’s plan or not? 

The CHarrMan. Congress may pass a law at any time changing 
the law or set-up. Under the President’s plan, he is dealing with 
the one agency or one bureau to accomplish the results set forth here; 
We can change that tomorrow, by legislation. We can embody his 
plan. If we pass his bill, that changes this plan and everything 
else connected with it. 

Mr. Curtis of Missouri. My question was: Is our committee going 
to consider his plan as an alternative to the Reorganization Plan No. 
1? Are we going to decide on the reorganization plan before we make 
a study of this bill? 

The Cuarrman. That is right. We have before us Reorganization 
Plan No. 1 of 1952. Whether or not we will approve or disapprove 
it is the proposition before us. 

Mr. Curtis of Missouri. In the consideration of whether to approve 
or disapprove that, | am asking the question whether this committee 
will consider the alternative plan. 

The CHarrman. We will not. 

Mrs. Church. 

Mrs. Cuurcu. May I go back a bit and supplement the questioning 
of Mr. Riehlman? 1 was interested in your statement that Public 
Law No. 2 gave to the Congress the right to get information from the 
Internal Revenue Department without any previous screening on the 
part of the Treasury Department. The suggestion had been made at 
that time that that svstem, or that permission, might be abrogated by 
the passage of plan No. 1. As Mr. Riehlman pointed out, we take 
such a plan as submitted by the President, totally, or not at all. In 
other words, we cannot amend. You make the suggestion that a 
draftsman might make sure of this above point in the law. In 
making that statement, had you thought there was a possibility of 
amendment, or were you suggesting some other steps? 

Mr. Curtis of Nebraska. I ‘think I would have to cover it in the 
report. 

Mrs. Cuurcu. My second question, then, would be: In your ex- 
perience is it adequate to cover such a situation in a report? It is 
mandatory, then, to heed the advice given in the report? 

Mr. Curtis of Nebraska. I don’t know. Once in a while you will 
find somebody who doesn’t heed what you say in the statute, including 
Federal agencies. It should be binding. It is better than nothing, 
by all means. You are faced with a problem in procedure about which 
there is nothing much you can do, 
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Mrs. Cuurcu. Am I right in assuming that if there is a provision 
included in the report to cover the situation previously described, you 
would then feel that there is nothing in public plan No. 1 which would, 
in any sense, affect the effectiveness of your proposed bill, if it were 
later put into law? 

Mr. Curtis of Nebraska. I think that is right. 

The CuatrMANn. Mr. Bonner. 

Mr. Bonner. No questions. 

The Cuarrman. Mr. Blatnik. 

Mr. Buarntk. No questions. 

The CuatrmMan. Mr. MeVey. 

Mr. McVey. I want to say that I appreciate the soundness of the 
arguments presented by Congressman Curtis. I think our plan does 
fail to accomplish the goals which he has in mind. I should like to 
ask this question: If we should adopt the Reorganization Plan No. 1, 
would we be in a better position to proceed with your plan than we 
would be if we should not adopt the Reorganization Plan No. 1? 

Mr. Curtis of Nebraska. I don’t think there is any conflict. I 
think what I propose is a major change that could be made if Reor- 
ganization Plan No. 1 went into effect, or didn’t go into effect prior 
to it. Plan No. 1 does do the job needed to be done. 

Mr. McVey. Would the adoption of Reorganization Plan No. 1 
help promote the goa! which you have in mind; that is, if we would 
place your bill on top of Reorganization Plan No. 1, would we be in 
a better position than if we had not adopted Reorganization Plan 
No. 1? 

Mr. Curtis of Nebraska. I think Reorganization Plan No. 1 is a 
recognition of a need for reform and I think it has some merit. From 
that standpoint, it would point the way to completing the job. It 
might be interpreted by the Congress and by the public as being the 
thing that would cure all the difficulties and certainly, if it was 
advanced with that notion, that would not be the thing to do. 

The CuHarrMan. | am sure this committee will give it every con- 
sideration and will not regard the fact that this plan has been passed 
in dealing with your bill. We are cognizant from all the arguments 
we have heard here of the need for changes and particularly legislative 
changes which can be done quicker even than the President’s plan 
could under present limitations. We will give every consideration to 
this bill, and this same committee will pass on it. I am sure we will 
not let it be sidetracked by the fact that this has been passed. I think 
1 expressed the will of the committee when I make that statement. 

Mr. McVey. That is all. 

The CHarrMan. Mr. Bush. 

Mr. Busu. No questions. 

The CHatrMan. Mr. Lantaff. ‘ 

Mr. Lantarr. Mr. Curtis, what kind of a merit system do you think 
would be better than the present system that we are now operating 
under? 

Mr. Curtis of Nebraska. My statement wasn’t quite that broad. 
I said it should be a better system than is applied in the appointment 
of postmasters and rural carriers. 

Mr. Lantarr. In what way would you suggest that it be changed? 
Insofar as the Internal Revenue Bureau is concerned, I mean. 
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Mr. Curtis of Nebraska. Iam not an authority on the civil service 
statute, but I think it is readily conceded that the appointments that 
I referred to are political appointments. I just believe that the job 
to be done in the Bureau is so important that it shouldn’t be that sort 
of an examination. 

Mr. Lanvtarr. Suppose in a specific instance, candidates for the 
position of a deputy district commissioner take the examination and 
the No. 1 man on the list is a disabled veteran who happens to be a 
Republican and the No. 2 and No. 3 men are also Republicans, in what 
way do you think that politics would enter into that situation, assum- 
ing the Democratic Party is in power? 

Mr. Curtis of Nebraska. I think if you are going to keep it a 
patronage job, keep the old collectors. 

Mr. Lantarr. Under the present system if several people take the 
examination for deputy district commissioner and the No. 1 man is a 
disabled veteran, who happens to be a member of the minority party, 
if he passes the exam with the assistance of 10 points for his disability 
status, and goes to the top of the list, whether he is a member of the 
minority or majority party under the existing law, he has to be ap- 
pointed unless convincing evidence is presented to the Civil Service 
Commission that he has a bad character, that he is dishonest, and he 
is not capable of doing the job. Then you have to prove that as a case. 

Mr. Curtis of Nebraska. The veterans’ preference was put in to 
give a lot of jobs, a great number of jobs to take care of a lot of veter- 
ans. Inthat I concur. 

A deputy district commissioner is not just another job. I wouldn't 
want what I say construed against the veterans. Frankly, | would 
hope that if this plan goes through, out of the career service that now 
exists, will be drawn some district deputy commissioners. 

Mr. Lantarr. Under the existing law, that is provided for because 
of the fact that a man who is now in Internal Revenue and who has 
civil-service status and who is able to qualify, under the standards 
which will be set by the Civil Service Commission, in conference with 
the Internal Revenue Bureau will be able to qualify for the position 
regardless of his party affiliations because he has civil-service status. 

Mr. Curtis of Nebraska. If I understand the intention of the Com- 
missioner correctly, the deputy district commissioner is going to be a 
far more important officer with more duties to perform and more 
knowledge required than a collector—far more. 

Mr. Lantarr. That is right. As I understand it the Civil Service 
Commission, in conjunction with the Internal Revenue Commissioner, 
will draft the qualifications. There are 17 of these present collectors 
who have status. 

Mr. Curtis of Nebraska. That is right. 

Mr. Lanrarr. And they would be able, if they met the standards 
prescribed, to qualify. Do you believe that is a sound approach? 

Mr. Curtis of Nebraska. I do. I think that most every one of 
these offices have some outstanding career men who have sort of 
taken it on the chin in recent months. In the operations of the King 
committee we have tried to be just as diligent in protecting the inno- 
cent as in exposing something that ought to be exposed. 

Mr. Lanvarr. That is all I have. 

The CuarrmMan. Mr. Fine. 
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Mr. Fine. I just want to mention this, if | mav. Back home, | 
was a civil-service lawyer, | was considered one of the experts back in 
New York City. The trouble I find with the Federal civil service is 
that it is too weak. I have represented a great many clients and 
employees of Government. Back home in the State we have a con- 
stitutional provision which mandates into the law protection in the 
selection and appointment of personnel. We do not have that in the 
Federal Government. We have too many widely separated laws 
which are inconsistent and contradictory and, while I approve of this 
reorganization plan which states very clearly that appointment shall 
be made under the classified civil service, the point I am talking about 
is that there ought to be a review of the laws making up the classified 
civil service, so that we can strengthen it properly and in that way 
make sure that Congressman Curtis’ objections in selection are met. 

The Cuarrman. Mr. Burnside. 

Mr. Burnsipe. Just'to straighten the record, on page 6 of the 
reorganization plan, under section 3, four lines down, you have it 
already listed under the classified civil service. 

The CuarrMan. Mr. Dorn. 

Mr. Dorn. No questions. 

The CHArRMAN. Mr. Curtis, we are very grateful to vou for your 
appearance. Your testimony has been most helpful and many of 
the points vou have raised have been discussed by the members of 
our committee. We are going to instruct our counsel in drawing up 
this report to state in there fully the wishes and intentions of this 
committee in passing upon this plan. We are going to state that the 
committee is in favor of a full and open examination for these places. 
We are going to endeavor in every way we can under the law to com- 
ply with many of the faults found by vou and other witnesses in this 
plan, which we cannot change. Those things cannot be changed 
except by legislation. We thank vou for your contributions. 

Mr. Bonner. In the light of your statement, I didn’t have a ques- 
tion before, but now I would like to ask Mr. Curtis if he is opposed 
to noncompetitive examinations where the collectors have been proven 
efficient and faithful and had long service. 

Mr. Curtis of Nebraska. Am I opposed to a noncompetitive 
examination? 

The CHarrMAN. For those having civil-service status, vou mean? 

Mr. Bonner. Federal civil-service status. He wouldn’t have to 
have a noncompetitive examination. 

Mr. Rrewsuman. Yes; he does. 

Mr. Bonner. Those people outside the civil service who are now 
in the Revenue Department—that question was asked Mr. Ram- 
speck. There was some discussion of that vesterday. Mr. Ramspeck 
said the Civil Service would be guided by the wishes of the depart- 
ment in certain cases with respect to giving noncompetitive civil- 
service examinations. 

[ just merely ask if we make a strong directive in the report, whether 
you, as a witness here, are opposed to noncompetitive examinations 
where the emplovee has been of long career, faithful service, and 
efficient. 

Mr. Curtis of Nebraska. I don’t know as I have an opinion on that. 
I think this: I think if he is the type of fellow vou are describing, he 
can take care of himself pretty well in the competitive examination. 
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There wouldn’t be any man in the internal revenue service falling into 
that category other than the collectors. I am not an authority on 
civil-service law at all. 

Mr. Bonner. Your answer ts all right, because I think a man who 
has rank can take care of himself in his examination. The question 
was raised in certain cases where they might be given a noncompetitive 
examination. 

Mr. Curtis of Nebraska. Here is another thing. Suppose you have 
a conscientious, capable collector. He may be qualified for some spot 
in this new set-up far below this deputy district commissioner. It 
would be a new assignment for him. It doesn’t mean the collector, 
if he is the type of individual who ought to be continued in the Federal] 
service, has to be a commissioner or deputy commissioner or district 
deputy commissioner or nothing. 

Mr. Lanrarr. Mr. Chairman, may I point out one thing. The 
collector that we speak about, if he has civil-service status, then, and 
only then, would he be permitted to take the noncompetitive exam- 
ination for a position for which he could qualify. If that collector did 
not have status, he would have to take a competitive examination 
regardless of his qualifications. He might be the best collector we 
have in the service, but if he doesn’t have civil-service status under the 
law, he has to take a competitive examination. 

The CHarrmMan. Thank you very much, Mr. Curtis. 

We will now hear from Mr. Cecil R. King, a Representative in 
Congress from California, who has asked to appear before our com- 
mittee today. 

Ladies and gentlemen of the committee, our next witness is our 
colleague, the distinguished Congressman from California, Mr. King. 
He has had many dealings with the Internal Revenue lately, as has 
appeared in the newspapers, and we are glad to hear from him. 


Mr. King. 


STATEMENT OF HON. CECIL R. KING, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. King. Mr. Chairman and members of the committee, in re- 
sponse to your kind invitation, I shall be glad to state for you my 
views, based primarily on the experience and information I have gained 
as chairman of the Subcommittee on Administration of the Internal 
Revenue Laws of the Ways and Means Committee. As you know, our 
subcommittee has been engaged for a year in a study of the present 
workings of revenue agencies, among them, the Bureau of Internal 
Revenue. I wish I could have come here to assure your committee 
and the American public that the Bureau of Internal Revenue has been 
functioning with that degree of efficiency and integrity which we may 
expect. Unfortunately this is not the case. I can say to you, how- 
ever, that a new command in the Bureau is moving vigorously to cor- 
rect the situation. The President’s Reorganization Plan No. 1 of 
1952 is an integral part of the new command’s program. 

The investigation by the subcommittee, whose chairman I am, has 
revealed serious improprieties and many conditions which call for im- 
provement. Among these conditions which imperatively call for 
change are the methods of selecting and appointing collectors of in- 
ternal revenue, Six out of sixty-four of these officials resigned or were 
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dismissed because they were found unsuitable for their office while 
the inquiry of the subcommittee was proceeding. I believe that a con- 
dition has been shown to exist which should not be permitted to 
continue. 

In recognition of the need for change the President has submitted 
to the Congress his proposed plan of reorganization. A salient feature 
of this plan is that the offices of the collectors who are politically 
appointed officials will be abolished, and their functions distributed 
among men in the career service qualified for their positions by 
civil-service standards. In addition, in this plan it is proposed that 
several other officials of the Bureau, namely, the assistant commis- 
sioners and the chief counsel of the Bureau would be similarly ap- 
pointed on a career basis. I believe that the essence of this plan is 
sound and merits the approval of Congress. The putting forward 
of this plan has also been made the occasion for submitting for con- 
gressional approval a general functional reorganization which has 
been under study for some years. 

In my view, it is no accident that collectors and other politically 
appointed officials, whose duties are not primarily policy forming 
but technical, turned out to be the weakest links in the organization 
of the Internal Revenue Bureau. Therefore, any reorganization of 
the Pureau of Internal Revenue ought to include as one of its prin- 
cipal features the removal of collectors and other officials from political 
appointment. 

An analysis of the proper functions of these positions makes clear 
that they are functions which could properly be discharged by officials 
appointed on the basis of merit and that similar functions are dis- 
charged by merit appointees in other branches of the Government. 
The business and technical administration aspects of the task of the 
collectors are paramount. He is called upon to supervise a large 
staff of employees performing intricate technical operations. There- 
fore, he must have technical knowledge of all the multifarious matters 
which his office handles. Such matters include: Filing and tabulation 
of returns, auditing of returns, filing of liens, levies and distraints and 
sales of property, dissemination of information to taxpavers and 
relations with the public generally, assistance in the preparation of 
returns and collection and proper accounting for tax payments. 

Further, the functions of the collector’s office must be coordinated 
with those of the internal revenue agents in charge, special agents in 
charge and other miscellaneous offices, all of which are now under 
career service. Integration of these offices is often hindered because 
the collector has been a political appointee, whereas the others have 
been career men. In recent years the multifold increase in the 
number of small taxpayers has resulted in the collectors acquiring 
audit functions previously confined to the career service 

There is no need for the collector to be politically appointed 
Instead of being the key field Office of Internal Revenue, as it was 
many vears ago, the collector's office is now only one of several coordi- 
nated field operations. The position no longer affords the incumbent 
latitude to formulate independent policies. Such discretionary powers 
as the collector has are best exercised by a person spt cifically trained 
in business and administrative problems A large number of career 
collectors have proved themselves capable and not narrow or legalistic 
in this discretionary area. Other established career jobs carry powers 
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of discretion. The miscellaneous background of experience which 
politically appointed collectors have brought to their tasks, for 
example, chiropractors, insurance salesmen, lawyers, ranch operators, 
newspaper publishers, and so forth, has generally proved to be of no 
particular advantage. 

The mere fact of political appointment adds to the difficulties of the 
proper functioning of the collector’s office. The character and uncer- 
tainty of political appointment lead to the maintenance and pos ‘ible 
intensification of prior business and professional activities and lead to 
collectors devoting only part of their time to their public office, and 
in other ways dividing their interests. 

A concomitant of removing collectors from political appointment is 
to make them full-time officials with undivided loyalty to their Govern- 
ment career. This necessitates, of course, that outside activities of 
collectors be largely curtailed or prohibited entirely. Too much has 
been seen of the evils flowing from uncontrolled outside activities that 
it could be seriously proposed that such activities continue unchecked. 
If outside activities were prohibited and the position of collector were 
to remain subject to the vicissitudes of tenure which political appoint- 
ment entail, few men could be found who would accept the position at 
prevailing Government salaries, since there would not exist even the 
compensation of assured tenure which may attract men of high caliber, 

An additional factor that became apparent from the study which 
the subcommittee has done is that the uncertainty of political tenure 
of the collector tends to produce poor personnel relations with the staff 
members. Close affiliation and loyalty on the part of the key per- 
sonnel to one collector often tend to make such personnel unacceptable 
to a successor of a different political party or faction. 

All this raises adverse considerations in the minds of key personnel 
regarding their future promotions which the collectors control. Men 
of ability who have given their lives to the revenue service should 
certainly expect ultimately to occupy the top positions. Under the 
present system they have largely been denied these positions, and 
subordinate appointments and promotions have too often been influ- 
enced by political obligations or loyalties. This often leads to the 
creation of office cliques which have had a very damaging effect on 
office morale. 

It is of the nature of political appointment that frequently little con- 
sideration is given to the necessary aptitudes of experience for the job. 
There has been, of course, no testing for such experience or aptitudes. 
Political selection for positions which are primarily policy forming 
has obvious justification. Where the job is primarily a technical 
administrative post these are almost entirely lacking. 

Political appointees frequently tend to find themselves under 
pressure to devote their time and effort to retain political positions 
through loyalties to particular political groups and the supporters of 
such groups. This too often has promoted favoritism in their tax- 
collecting functions. 

One of the most serious effects that political appointment has had 
in the past is that it has made very difficult the control of collectors 
by Bureau of Internal Revenue supervisors, since the collectors owed 
only incomplete allegiance to their functional superiors. Obvious 
reforms were often difficult to effectuate. In certain instances collec- 
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tors have successfully defied supervisory efforts to prevent improper 
activity. 

Now, I think it is clear to everyone that career appointment will 
not by itself insure against corruption. It is also true that mere 
legislation cannot make those honest who would be dishonest. Some 
career people have violated their trust in the internal revenue service. 
But it should be noted that thus far in the investigation of collectors, 
of whom there are at least 17 career men out of 64, not one single 
appointee who was actually a career man has been found corrupt 
The numerous instances of lower level corruption in the career service 
have been among personnel who had no apparent chances of appoint- 
ment to top rank. Moreover, many of these were originally political 
appointments blanketed in during the war years, and who retained 
political orientations. 

I feel positive steps such as improving the compensation, the training, 
the supervision and the standards of leadership in the career service are 
the only long-range answer to keeping dishonesty on the part of the 
lower level career employees at a minimum. 1 do believe that these 
positive steps can only be embarrassed in many cases where the leader- 
ship in technical jobs comes from the political area rather than from 
career service. 

I can think of no persuasive reasons why we should not go forward 
at this time and extend the career service to the collector’s functions. 
Taxpayers under the President’s plan will in no way be deprived of 
any existing services or rights; in fact, the taxpayer will obtain in- 
creased local services. He will certainly gain by having at the head 
of his local organization a man technically able to deal with his prob- 
lems. 

Other groups which have considered Internal Revenue Bureau re- 
organization have definitely favored a career svstem for collectors. 
These groups include the Hoover Commission, the Citizens’ Committee 
for the Hoover Report, and the Canfield subcommittee of the House 
Committee on Appropriations in the Kightieth Congress. 

At this time, Mr. Chairman, with your consent I would like to read 
the letter that has been previously referred to here this morning that 
I had received from former President Hoover. 

My Dear Mr. ConGressmMan: The Commission on Organization of the Execu- 
tive Branch of the Government, of which I was chairman, over 2 years ago recom- 
mended that the personnel in the Bureau of Internal Revenue and certain other 
agencies be placed under the civil service in order to improve their qualifications 
and character and freedom from polities. 

The implication of the recommendation is that employees should be admitted 
to the service only after vigorous investigation as to character and loyalty and 
after the usual examinations to determine competence. Section 3 of Reorganiza- 
tion Plan No. 1 of 1952 would meet this requirement with one possible exception, 
that of blanketing incumbents into the new posts. The Congress should satisfy 
itself on this point. 

Simply to blanket the employees who have not undergone these tests does not 
seem to me to meet the present situation. Placing these employees under civil 
service should be accompanied by the requirement that any employees affected 
should, before continuation in the Bureau, pass the Civil Service Commission re- 
quirements on the same basis of any new applicant for such employment. 

Yours faithfully, 
HerBeRT Hoover. 


No group so far as I know has recommended the continuation of the 
political system of appointment for collectors. Public sentiment as 
evidenced in the newspapers and radio, et cetera, is overwhelmingly 
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in favor of career appointment. Only the abolition of the system of 
political appointments can restore the public confidence which the 
Internal Revenue system has to some extent lost. Congressional 
approval of the President’s action would be regarded by the public as 
indicating a serious desire on the part of the Congress to obtain an 
honest revenue system. 

My observations concerning collectors are in a general sense appli- 
cable to the higher technical and administrative officials at Washing- 
ton levels in the Bureau of Internal Revenue. I am referring to the 
Assistant Commissioners and to the Chief Counsel for the Bureau, who 
under the President’s plan would also be career officials. Much that 
has been said about the inappropriateness of politically appointed 
collectors applies to these officials. They have at most only a second- 
ary relationship to tax policy formulation. The primary policy- 
making functions belong to the Commissioner who, under the Presi- 
dent’s plan, properly remains an appointive officer. In his policy- 
making functions he may properly be sensitive to broad public policy 
considerations. Even here a background of career experience can 
be most valuable. | am sure the members of this committee had an 
opportunity to observe this fact in the recent appearance of Com- 
missioner Dunlap, if his appearance before your committee showed 
the competence he demonstrated before our subcommittee. 

[It is desirable that a Commissioner should base his policy decisions 
upon the most competent technical and legal advice available. | 
believe that this necessary support for the Commissioner can best be 
supplied by bringing the Assistant Commissioners and the Chief 
Counsel into the career service 

For all the reasons which I have mentioned and in the light of the 
investigation which the subcommittee, whose chairman I am, has been 
conducting, I urge the adoption of the President’s proposal to remove 
the collectors and other officials of the Bureau subordinate to the 
Commissioner of Internal Revenue from political appointment, and 
to reallocate field functions and duties on a more satisfactory basis. 
The President’s plan will not by itself eliminate all the sources of the 
evils which have beset our revenue system. Nonetheless, it is a 
much needed reform in the collection of our taxes. More important, 
it is the basic preliminary step necessary to deal with the causes of 
such other abuses as have existed. As you know, the Treasury, in 
anticipation of the adoption of the President’s plan, has formulated a 
plan of reorganization of the Bureau which would implement the 
President’s plan. The measures proposed by the Treasury are 
complex and technical. You have heard them explained here with 
the reasons in support of them. The details may benefit from some 
further consideration, and the Commissioner is continuing to discuss 
these details with our subcommittee and staff. However, the main 
outlines of the reorganization are clear and, in my view, constitute a 
desirable implementation of the President’s plan. Few will dispute 
that a thorough-going reorganization of the Bureau is necessary, and 
the important basic authority and approval of the Congress should be 
given. Within the last 10 years the revenue gathered by the Bureau 
of Internal Revenue has increased tenfold. It is, therefore, not sur- 
prising that an institution and a system geared to a much smaller task 
should show need of fundamental revision to accommodate itself to 
the vastly larger task of today. Sound modernization of the organi- 
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zation ought to aid considerably in reducing the opportunities for 
inefficiency and impropriety. I feel that the President’s plan repre- 
sents the first step toward this desirable goal. 

For this reason and those which I have stated above I believe the 
Congress should adopt it and thus contribute to the realization of the 
“blue ribbon” revenue career service which the American taxpayer 
desires and deserves. : 

The CHarrman. Mr. Hoffman? 

Mr. Horrman. The present plan does not call for the assistant 
commissioners and the chief counsel to be career officials; does it? 

Mr. Kina. Yes, it does. 

Mr. Horrman. Then many of these career officials have been 
blanketed in because of political appointments. 

Mr. Kina. The present assistant commissioners were in fact ap- 
pointed from the carrier service. There wasin the past a blanketing- 
in of deputy collectors, when civil service was instituted for those field 
positions in 1941. 

Mr. Horrman. And they are still eligible now to be moved up 
through promotion. 

Mr. Kina. That is possible, Mr. Hoffman. 

Mr. Horrman. Do you know of any way by which this committee 
could obtain assurances that politically appointed career men will not 
be selected without an examination being given? 

Mr. Kina. I would not know how this committee could do it. It 
would seem to me possible of accomplishment by some method. 

Mr. Lantarr. Mr. Hoffman, will you yield at that point? 

Mr. Horrman. I yield. 

Mr. Lantarr. I may be wrong, Mr. Hoffman, but this question of 
blanketing in politically appointed men is something that the present 
law prohibits. In other words, if you have a politically appointed 
collector, he cannot be blanketed in, and action of this committee will 
not blanket him in. He has to take a competitive examination under 
the law. 

Mr. Horrman. I don’t care to argue the matter at length. 

Mr. Lanrarr. It is only if he has status. 

Mr. Horrman. But what is status? 

Mr. Lantarr. He has qualified under civil service and has met the 
very objection which Mr. Hoover cautioned us about. I agree with 
his letter 100 percent. 

Mr. Horrman. I don’t want to prolong the argument, and that 
was the difference of opinion a while ago. 

Mr. Lantarr. It is not an argument, Mr. Hoffman. I am merely 
pointing out to you what I understand the law is 

Mr. Horrman. That just forecloses my expressing any opinion, 
If you will just tell me what it is, that is all there is to it. 

Mr. Lantarr. I was trying to, sir. 

Mr. Horrman. Thank you. Both Mr. Ramspeck and Mr. King 
have said that men now in can be promoted. As long as you have 
brought it up, here is the situation, and if I am in error, you correct 
me, or Mr. King or Mr. Karsten, who is an expert on civil service. 

Mr. Karsten. I thank you very kindly. I appreciate the compli- 
ment. 

Mr. Horrman. I have read the testimony of Mr. Ramspeck on 
pages 332 and 350, and the people that have what you call status 
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who may have been put into the service, under the testimony of Mr. 
King, as we all know as political appointees may be promoted. They 
may have been blanketed in long ago. Any one of those men blan- 
keted in can now, by promotion, be moved up. 

Mr. Lantarr. Seventeen of them have taken an examination and 
have qualified for civil-service status, so it only applies to 17 of these 
collectors. 

Mr. Horrman. Supposing 1 of the 17 dies? They have got another 
fellow down on the list? I am sorry, but I am just sticking to the 
testimony of Mr. Ramspeck and Mr. King. I think Mr. Ramspeck 
knows more about civil service than I do. 

Mr. Lanrarr. And I agree with his testimony. It is correct. 

Mr. Kina. If you will permit me, Mr. Hoffman, to add, I neglected 
to state to the committee upon reading Mr. Hoover’s letter, that 
Commissioner Dunlap before our committee yesterday unqualifiedly 
endorsed the suggestion of Mr. Hoover. 

Mr. Horrman. Well, that is my understanding of his testimony 
before us, but as I also recall, we were not able to get out of Mr. Snyder 
or anyone else—and, of course, they can change their minds if they 
want to, any assurance that politicians would not exert their influence. 
Maybe some of us are unduly fearful of what would happen, and of 
course if a Republican should win, they could just wipe the whole 
thing out and come up with Mr. Curtis’s plan. 

I gather you have in mind practically the same thought Mr. Curtis 
did about the necessity of making the collectors, because of the magni- 
tude of their job, independent of all sorts of political influence. 

Mr. Kina. You are right, sir. 

Mr. Horrman. And I get that from this sentence: “There is no 
need for the collector to be politically appointed.” 

Mr. Kina. Correct. 

Mr. Horrman. And then from your testimony: 

The mere fact of political appointment adds to the difficulties of the proper 
function of the collector’s office. 

Mr. Kine. We have found that in our inquiry. 

Mr. Horrman. And I think we want to go along with that, but 
what some of us are fearful of is that, as you stated a moment ago, 
under the President’s plan the Department has already made some 
sort of a set-up in detail. 

Mr. Kine. That is correct. 

Mr. Horrman. We don’t know a thing about that, what it is, or 
maybe it gets back to what Mr. Dawson so often says. We just have 
to trust them. 

The CuarrMan. That is right. 

Mr. Horrman. And in view of the situation disclosed by the good 
work of your committee, our trust is getting short. 

Mr. Kina. Well, I think that is one thing that impressed me 
today was the amity here in the committees in the House. It is 
difficult for you to be charged in this committee with the great re- 
sponsibility of reorganizing without having the incidental matters 
which, if put into legislative form, I believe under the rules would go 
to our committee. 

It does not speak for the best sort of operation, but I am sure that 
our committee or its staff would be pleased to the best of its ability at 
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any time to make whatever information we have available to you, 
Mr. Hoffman. 

Mr. Horrman. We are caught right here; aren’t we? We are the 
take it or leave it. 

Mr. Kine. That seems to be the case 

Mr. Horrman. Then | hope, when I bring up a bill sometime to 
change that basic Reorganization Act, we just wipe that out and let 
the President’s advisers send down a bill in the ordinary way so we 
can amend or substitute in the usual way 

The Cuarrman. Mr. Riehlman? 

Mr. Rieaitman. Mr. King, I want to get this clear. In your state- 
ment here you say, “Out of the 17 career men,”? men that now hold 
civil-service status, not one of those men have been found guilty of any 
misdealings of any kind; is that right? 

Mr. Kine. That is right, Mr. Riehlman 

Mr. RreuiMan. In the next to the last sentence, you say: 

In numerous instances corruption in the career service has been among personnel 
of lower grades who had no apparent chances of appointment to top grade. 

Now, those men were the ones that were blanketed in; is that 
correct? . 

Mr. Kina. Yes, largely 

Mr. Rrenuman. They were employees put into office during the 
war years and then were blanketed in under civil service. 

Mr. Kine. That is right. Most of them, Mr. Riehlman, were 
below the level of collectors 

Mr. Rreaxuman. And in that group is where you found considerable 
corruption and misdealings. 

Mr. Kine. Quite right. 

Mr. Riex_umMan. Now, are there a number of those men still in the 
service? 
ig Mr. Kine. I would think so; ves 

Mr. RieaumMan. Well, if I understand all of the testimony correctly, 
there is no opportunity for them to be promoted to a higher grade, 
because they could not qualify. 

Mr. Kine. They could not manage—the ones | am thinking of now. 

Mr. Rresuman. That is all I have 

The CuatrmMan. Mr. Holifield? 

Mr. Houirretp. No questions. I just wish to compliment the 
centleman on the work of his committee and on the fine statement he 
has given us today. 

The CHarrmMan. Mr. Lanham? 

Mr. Lanuam. I just want to join my colleague, Mr. Holifield, 
commending Mr. King for the very splendid work his committee has 
done. 

I think everyone in America owes him and his committee a deep 
debt of gratitude, aa 1 appreciate this very illuminating and complete 
statement that he has given us this morning 

It just seems to me that, in discussing this problem of how these 
employees are to be selected, we are confusing “‘blanketing in” these 
people with the other provision that where a man has status he may 
take a noncompetitive examination. As I understand it, that is not 
blanketing a man into the service. Isn’t that true, Mr. King? 

Mr. Kine. That would be certainly my idea, Mr. Lanham. 
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Mr. Lannam. Thank vou, sir. 

The CHarrman. Mr. Karsten? 

Mr. Karsten. No questions, Mr. Chairman. 

The CHarrman. Mrs. Harden? 

Mrs. Harpen. I too wish to commend Mr. King and his committee 
for the splendid work that vou have done 

Mr. Kine. Thank you, Mrs. Harden. 

Mrs. Harpen. If this plan is adopted, in vour estimation, eventu- 
ally will there be some evidence of economy? 

Mr. Kine. Well, I would hope so, Mrs. Harden, but I doubt if it 
would be reasonable to expect economies that we could count for 
some time to come. 1 think it will be a long time before the Bureau 
could shine as an economy bureau, due principally to our constantly 
adding to their burdens and worries in the Congress. 

Mr. Horrman. Would you vield there? 

Mrs. Harpen. Yes, I vield. 

Mr. Horrman. If the Bureau follows through what I suppose will 
be vour recommendations and collects from illegal business the same 
way it does from legal business, then there is that return additional 
to the Government? 

Mr. Kina. I should have been more complete in my answer to 
Mrs. Harden. We will get in lots more money, but it is like a police 
force. It is difficult to economize actually in the force, particularly 
when your population is growing, but this could only be a step toward 
that end. 

Collections will be accentuated; I can assure you of that. In fact, 
I believe one of the first cases we touched upon, Mr. Counsel, the 
very first case that our committee had under its consideration, brought 
to light $350,000 in additional taxes. Collection of those taxes 
would more than pay for the appropriation our committee asked for. 

Mr. Horrman. I notice, in the first page of the final report of the 
Crime Commission Study on Organized Crime, this statement: 

Officials charged with the duty of collecting taxes in the Internal Revenue 
engaged on the side in such activities as banking 
and they name other businesses. You are in accord with the state- 
ment that they should not have any outside business? 

Mr. Kine. I don’t know, Mr. Hoffman 

Mr. Horrman. I mean as a matter of practice that these collectors 
should not have other businesses. 

Mr. Kine. That is right. I meant to say that I am not acquainted 
with any man who could devote himself to several outside personal 
activities and still give a full day’s work to his Government. 

Mr. Horrman. That, of course, would necessitate an increase in 
compensation. 

Mr. Kina. I would say so. 

Mr. Horrman. He would have to be a full-time Government 
emplovee. 

Mr. Kine. Of high top grade. 

Mr. Horrman. No interest in race tracks or any other business. 

Mr. King. Quite right. 

Mr. Horrman. Thank you. You found many such, did you not? 

Mr. Kina. A few: ves. 

The Cuarrnman. Mr. Curtis? 
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Mr. Curtis of Missouri. Mr. King, Mr. Mason of Illinois, yesterday 
under special order made a speech, which is on page 411 of today’s 
Congressional Record, ‘‘Our Internal Revenue Scandal, lis Cause and 
Its Cure,” and he points out something that up to date I do not 
believe our committee has even thought of, and I will just read a 
preliminary statement: 

Much of the present corruption within the Bureau and the low repute in which 
the Bureau is held today is directly attributable to President Roosevelt’s Execu- 
tive Order No.'6166 issued on June 10, 1933. That order transferred to the 
Department of Justice the authority to handle, to prosecute, or to ignore tax 
cases. 

Now, what concerns me is the fact that in your committee’s investi- 
gation it seems one of the great weak links—-you refer in your state- 
ment to the fact that the collectors were one of the weakest links, but 
it also seems to me that one of the great weak links is the fact that the 
power of prosecuting, making these decisions and so forth, lay in the 
hands of the Justice Department. Would you comment on that, 
please? 

Mr. Kina. Well, I] would say that in the instances we came across 
they were inadvertently or otherwise placed in the hands of just 
an individual or two who was proven not to be the man that should 
have had that responsibility. 

Mr. Curtis of Missouri. Well, now, under the reorganization plan 
of the President, nothing is done about correcting that Presidential 
Order 6166; is it? 

Mr. Kina. It would not seem so; no. The essence of that, Mr. 
Curtis, was that it transferred, do I understand 

Mr. Curtis of Missouri. The order transferred to the Department 
of Justice the authority to handle, prosecute, or to ignore all tax cases. 

In other words, they had the right to prosecute, to defend or com- 
promise, appeal, or to abandon prosecution of any cases referred to 
it. In other words, the handling of the cases would be turned over 
from the Bureau of Internal Revenue to the Justice Department. 

Mr. Kina. Yes. 

Mr. Curtis of Missouri. Mr. Caudle was heading that particular 
Division, and they had the power to go ahead, not go ahead, or do 
anything they wanted. I am impressed with the fact that that is 
one of the major structural weaknesses. 

Mr. Kina. My counsel tells me there is a statutory provision that 
does that. 

Mr. DeWrnp. There is a statutory provision which confers upon 
the Attorney General the sole power to compromise criminal tax- 
evasion cases. 

Mr. Curtis of Missouri. In other words, it is not based then on 
the Executive Order No. 6166. 

Mr. DeWInp. The statute followed the Executive order. As I 
recall, the statute was passed in 1934, and the Executive order trans- 
ferring to the Department of Justice the responsibility for actual 
prosecution of criminal cases came about in 1933. 

Mr. Curtis of Missouri. Could I ask you, Mr. King, if you believe 
that that is a weakness in the present structure and if that weakness 
would not be continued even if we adopted the President’s reorganiza- 
tion plan? 
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Mr. Kina. Well, the only alternative I would presume would be 
the Justice function set up within the Bureau. 

Mr. Curtis. Like they used to be? 

Mr. Kine. Yes. There would be arguments, Mr. Curtis, both ways 
on that, of course. In all other fields, Justice takes over the moment 
it appears that criminality or other acts warranting action by the 
courts would be necessary. 

Mr. Hourrretp. Will the gentleman yield on that point? 

Mr. Curtis of Missouri. Mr. Chairman, that was a question that 
we did not consider. I was not even aware of its significance until I 
heard Mr. Mason’s address. I wonder if we could get a statement 
from the Secretary of the Treasury and Mr. Dunlap as to what their 
views on that particular phase of the structure of the Bureau of 
Internal Revenue is. 

The CHarrMan. If it is statutory, it can only be changed by an 
act of this body. 

Mr. Curtis of Missouri. I appreciate that, but I would still like to 
know what they think of this structural set-up. 

Mr. Hourrrevp. I was going to remark that the basic purpose of 
having a Department of Justice is to see that the laws are enforced, 
and all administrative agencies—your Agriculture, Commerce, and 
other of the executive departments that have to appear in court—as 
a rule, use the Department of Justice, just like a private individual 
would use his lawyer. In other words, the Department of Justice is 
the lawver for the administrative agencies. 

Mr. Curtis of Missouri. I appreciate that, and that mav be my 
own ultimate decision. All I am trying to point out is that Mr. 
Mason delivered a very interesting address here yesterday, and I 
think the point he raises, if his contentions are true—that a good bit 
of the trouble lay in the fact that the Justice Department had this 
power—is something that we certainly want to think about. 

Mr. Houirietp. There you would have an agency policing itself; 
and in the case where the Department of Justice does it the Treasury 
Department prepares the case, sends the evidence over, and an out- 
side agency does the trying of the case. 

Mr. Curtis of Missouri. I can appreciate the arguments all right, 
but I think the question is, the important thing to consider is, that 
feature in our deliberations. 

Mr. Harpy. In that connection, Mr. Chairman, I have a question 
I would like to ask. The Bureau of Internal Revenue prosecutes the 
civil cases, does it not, at the present time, or is that handled by the 
Department of Justice? 

Mr. Kine. No; that is handled by the Department of Justice, too. 
Isn’t that correct? 

Mr. DeWinp. There is a split jurisdiction there. The Bureau of 
Internal Revenue handles all cases in the Tax Court. 

Mr. Harpy. That would be a civil case as distinguished from 
criminal? 

Mr. DeWrnp. All suits brought in the United States courts are 
handled by the Department of Justice, whether civil or criminal. 

The CHatrmMan. Mrs. Church? 

Mrs. Caurcu. Mr. Chairman, I would like to tell Mr. King that 
the work of his committee and his own integrity represents one of the 
bright lights in the country regarding this whole story of corruption. 
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Mr. King. Thank you. 

Mrs. Cuurcu. The question came to my mind as I listened to Mr. 
Curtis’ discourse on the President’s order of 1933, followed by the 
statute, as to whether or not, if vou went back into the history of the 
Bureau of Internal Revenue, there had been up to that time such evi- 
dence of poor prosecution as to justify that order. Do you happen to 
know the history? 

Mr. Kine, | unfortunately do not. Do you, Mr, DeWind? 

Mr. DeWinpb. My understanding of what was at stake at that time 
is this: The criminal cases in the Bureau of Internal Revenue were 
being referred directly from field offices of the Bureau to United States 
attorneys, 

It was never a question of the Bureau prosecuting its own cases, 
but simply whether they referred the cases directly to United States 
attorneys in the field or whether the cases would be referred to the 
Department of Justice in Washington before going to the field for 
prosecution, 

Mr. Curtis of Missouri. Would the lady yield? Would there be 
any power other than recommendation vested in the Bureau as to 
what happened in those cases? 

Mr. DeWinpo. No. The Bureau simply recommends prosecution 
when they transfer them either to the United States attorneys under 
the old system back prior to 1933, or to the Department of Justice 
under the present system. 

Mrs. Cuourcu. Would we be right in assuming under the old system 
immediate action was taken without any question as to whether such 
action should be taken? There might be a weak link somewhere in 
permitting 

Mr. DeWrnv. No doubt, in the process of Washington review by 
the Bureau and Washington review by the Department of Justice, 
there have been repeated opportunities for conference and continued 
lengthy discussions of the cases, which have resulted in a great deal 
of delay. 

Now, the Bureau of Internal Revenue within the past month has 
decided to refer cases directly to the Department of Justice from the 
field offices, and eliminate the Washington review by the Penal Divi- 
sion in Washington, to speed up that process. 

Mrs. Cuurcn. Have there been evidences of collusion also? 

Mr. DeWinb. We had before our committee cases where attempted 
interference had been made in criminal cases, both at the Bureau and 
Department of Justice levels. 

Mrs. Cuurcnu. But in that case the only recourse would be a change 
in the statute; would it not? 

Mr. Kina. You are right. 

The CHarrmMan. Mr. Meader? 

Mr. Meaper. Mr. King, I would like to associate myself with 
those who have commended you, your committee, and your staff, for 
a good job in the public interest. 

Mr. Kine. Thank tou. 

Mr. Meaper. I would also like to bring up a matter that has both- 
ered me considerably during these hearings. It was brought out 
directly by the testimony of Mr. Ramspeck yesterday. 

The discussion centered around the practice of the Post Office 
Department in seeking character recommendations from a political 
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committee. The question here is whether or not placing all of these 
officials in the Bureau of Internal Revenue under civil service will 
necessarily be the complete answer to political influence on their 
appointments. ® 

Mr. Ramspeck took the position rather emphatically that the 
practice of obtaining endorsements from political committees was not 
a good one, and I would like to have your views on that subject. 

Mr. Kine. | could not disagree with Mr. Ramspeck there. I 
know of no political committees who are able to determine the fitness 
and the aptitude of the applicants that come to them. They will 
generally come merely with a recommendation of one of its members, 
he is a good fellow, and he has this or that sort of background. They 
have no facilities for investigating or determining the fitness of a man 

Mr. Mraprr. Would you think it would be desirable in this com- 
mittee’s report, provided we can find suitable language, to recommend 
that the appointing authority for these positions in the Internal 
Revenue Bureau not seek or be influenced by recommendations of 
political groups? 

Mr. King. No harm could come from that, Mr. Meader, and a 
lot of good might. 

I do want to state, however, that good responsible political com- 
mittees rather than risk their own reputations have, to my knowledge, 
gone to great pains individually as I have in recommendations. I got 
into one or two unfortunate affairs years ago, and I hesitate now to 
recommend anyone unless I know of someone that can unqualifiedly 
recommend him to me. 

Mr. Meaper. I appreciate that, but so much of your statement 
here was devoted to the point that political influence in the positions 
of collectors seems to be one of the root causes of what you have 
discovered in your hearings. It might be wise for this committee or 
the Congress in its discussion to make clear that these are really to be 
career merit appointments. 

Mr. Kina. I will agree with that. 

Mr. Meraper. And that notwithstanding the fact that they are in 
civil service, the kind of practice that has grown up in the Post Office 
Department should not be condoned with respect to the important 
matter of collecting public taxes. That is all, Mr. Chairman. 

The CHatrrman. Mr. McVey? 

Mr. McVey. No questions. 

The CHarrMan. Mr. Dorn? 

Mr. Dorn. I have no questions. I would just like to comment, Mr 
King, | think your statement here about getting these collectors out 
of politics is a very good one. 

I can remember the time in the late 1930’s when the office of the 
Collector of Internal Revenue in some instances was also a collector 
of political funds, and many stenographers in the office that were 
already laboring under small salaries, had to kick into every Presiden- 
tial and Senatorial campaign. I know that of personal knowledge. 

Also I would like to state that people of this country listening to all 
these high-sounding phrases about malfeasance in office, just think it 
is plain stealing, crookedness, highway robbery, and they want some- 
thing done about it. I think this reorganization plan will help to 
alleviate the situation. 

The CuarrMan. Mr. Bonner? 
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Mr. Bonner. No questions, Mr. Chairman. I, like the other 
members of the committee, the Congress, and the people of the 
country, want to compliment Mr. King on the great service he has 
rendered to restore confidence in the Government. 

The Cuarrman. Mr. Blatnik? 

Mr. Buarntk. Mr. King, just a point or two. On the point that 
Mr. Meader raised about the desirability or lack of desirability of 
political recommendation, were you referring, Mr. Meader, to the 
selection of one of three eligibles that have been certified as qualified 
by the Civil Service Commission? Were you referring to selection of 
one from those three? 

Mr. Mrapver. Well, I was not thinking particularly in terms of at 
what point political influence entered. It certainly should not enter 
in the examination, and after the eligible register has been certified, 
it seems to me that the political committee endorsements should not 
be sought nor treated with any weight by the appointing authority. 

Mr. Buiarnik. I will not go into political appointments, but I want 
the record to show where I stand on this so it can be made public at 
any time. 

If there are three people qualified or certified as being perfectly 
competent by civil-service measure me nts for a de ‘sputy commuissioner- 
ship, and let us say that that commissionership office shall be in my 
city of Duluth, in my district, and I know those three members, 
naturally, I am going to insist in serving my people, that I have a little 
to say about which one of those three is going to be selected, rather 
than have it in the hands of some bureaucrat down here in Washington 
who has never been in Duluth, and then I will be guided by the feelings 
of the people. 

Here may be a man who has won the public trust, perhaps served 
on a school board, been active in many civic activities, Junior chamber 
of commerce, and all that 

Here is another fellow, he may have two-tenths of a point higher 
rating on the score sheet, but he may have the type of personality 
that has never made him popular, he would be a poor public relations 
type of man, would not give us the type of service, you see, so | would 
like to have the record show where | stand on that, and | am going 
to recommend any one of these qualified competent people that ever 
come up for assignment in my district. 

Mr. Benper. I suggest to Mr. Blatnik if there were two Republi- 
cans and one Democrat, he certainly would not discriminate against 
the Democrat, would he? 

Mr. Buarnik. I will have the record show that I just made an 
appointment not many months ago in which I appointed a Republican 
who was not only a Republican, but served on my committee, support- 
ing my opponent in the last campaign. 

Mr. Benver. I think we ought to have a parade around the com- 
mittee room. 

Mr. Buatnik. There is one more point. It is not quite clear in my 
mind, Mr. King, if malfeasance or sheer thievery, sheer embezzlement 
or bribery, sheer outright fraud is turned up on the part of one of the 
people in this bureau, we will say for example, just what is the legal 
procedure? 

Is he merely suspended, discharged and let go, or who prosecutes, 
and how is that followed up so that due process of law can be put 
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into effect and the person, if found guilty of violating the law, under 
the law would be punished? 

Mr. Kina. I was being advised by my counsel. I did not get that 
quite clearly. Our practice today, is that what you meant? 

Mr. Buarnik. That is right. 

Mr. Kine. Our practice today is when it has been found, we merely 
refer to the local United States district attorney the facts and the 
record that we have disclosed, whether in executive or in open session. 

Under this new plan that would fall to the inspection service 
Where they found it they would deal with it appropriately. If it 
were criminal, I would assume that they would just automatically 
refer that over to the United States District Attorney. 

Mr. Biatrnik. Did your committee give any consideration to the 
fact that it takes two to get involved in a crime or fraud of that 
nature? What happens to the man who pays the bribe? 

Mr. Kine. Well, that is not as easy to determine. It makes my 
mind go back to another matter where the one was convicted of tak- 
ing a bribe from the one who was acquitted of giving it. I have 
thought of it many times since the event. 

Mr. Benner. We haven't been in power for over 20 years, and you 
always have to bring that up 

Mr. Kine. I did not mean to bring up its political implications at 
all; strictly a judicial one. We have handled them fairly, such cases 
where it could be conceivably proven. The district attorney gets the 
evidence both ways. In fact, we turn over everything we develop 
under such circumstances 

Mr. Buiarnik. On these investigations which involved seven col- 
lectors who were removed from office because of malfeasance or fraud, 
was anything done or can anythin& be done to determine the share 
of the guilt on the parts of those taxpayers who were bribing or using 
any other illegal means to escape lawful payment of their tax? 

Mr. DeWinp. Well, in one of those cases the collector was indicted 
That was the Boston collector. The trial was just completed vester- 
day and he was convicted on all six counts of the indictment. 

Now, those counts disclosed that outside persons had been involved 
and some of those persons testified at the trial, so that the record of 
the outside persons has been made public. 

Now, or course, any action to be taken about that depends entirely 
upon the United States attorneys and the Department of Justice in 
their prosecuting function. 

Mr. Buarnrx. Do you know any law that would give the United 
States attorney here the right to prosecute anyone that has paid a 
bribe when the receiver of the bribe has been found guilty? 

Mr. DeWinp. Any law that would what? 

Mr. Biarnikx. Enable the United States attorney to prosecute the 
payer of the bribe. 

Mr. DeWinp. Yes, the payer of the bribe has violated the law, as 
well as the recipient of the bribe, certainly. 

Mr. Biarnik. I do believe it takes two to make a crook. You 
try to crook yourself, vou don’t get very far. 

I thank you, Mr. King. 1, too, want to go on record here as ex- 
pressing my commendation in my own small way for the excellent 
service you have performed for the Government and the country. 

The CuHarrman. Mr. Burnside? 
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Mr. Burnsipr. Mr. King, I wish to compliment you on the forth- 
right, clear and succinct statement that you have made this morning. 
[t will be very helpful to this committee, and I further wish to compli- 
ment your committee for the excellent work it has done. 

The Cuairrman. Mr. Fine? 

Mr. Fine. Mr. King, will you accept my personal commendation? 
I was interested in Mr. Reihlman’s question to you. On page 3 you 
said: 

“The numerous instances of lower level corruption” have been 
among the lower echelons, these men who blanketed in many years 
ago, and I was interested as a matter of inquiry whether or not you 
thought this reorganization plan would affect the civil service status 
of those men, the deputy collectors. I did not quite get your answer. 

Mr. Kine. As I understand it, Mr. Fine, they will all have to 
submit themselves to have their fitness to continue in the service 
determined. 

Mr. Fine. Not according to this plan. These are the deputy 
collectors I am referring to, and I think some effort ought to be made 
in the direction of cleaning house at the lower level, and I would 
suggest to your committee that that might be one of the recommenda- 
tions. 

Mr. Kina. They do have status, Mr. Fine, and I do not need to 
remind vou that it is most difficult to 

Mr. Fine. Except that the Congress, of course, could change 
status. 

Mr. Kine. That is true, and good ones could easily be involved 
with bad ones if it was not gone after in good fashion, that is, a study 
made as to just how it could be managed. 

Mr. Fine. A reexamination might do it. 

Mr. Kine. That could very well be. 

Mr. Fine. Without affecting those who now know their business. 

Mr. Kine. That is quite right. 

The CHarrmMan. Mr. Lantaff? 

Mr. Lanrarr. Mr. King, following up that same line of questioning, 
in cases where a man in the Internal Revenue Department had civil 
service status, and where you have found evidence of malfeasance in 
office, | presume that charges have been brought against that man so 
as to separate him from the service? 

Mr. Kina. That is correct. 

Mr. Lanrarr. So while we are talking about these people who will 
be retained in the service who have committed acts of malfeasance, 
as a matter of fact, charges have already been filed against them and 
they are being separated from the service, is that not true? 

Mr. Kine. That is right. 

Mr. Lanrarr. I, too, would like to join with my colleagues in 
thanking you for being here, for the excellent statement you have 
made and for the fine work you have been doing for our country. 

The CHarrman. Mr. Bush? 

Mr. Busx. Mr. Chairman, I have no questions, but I do want to 
join the other members of this committee in commending Mr. King 
and the members of his committee for the fine service that he has 
been giving in the interests of the public. 

I know back in my district, Mr. King’s work along with others, 
has brought to light the corruptness in this bureau, and he is being 
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given a lot of credit for the plan we are now working on, rather than a 
plan thought out by some other individual. Perhaps you know who 
I mean. 

The CuarrMan. Mr. Brownson? 

Mr. Brownson. I just had one question, Mr. King. There was 
a sentence in your statement here which I do not understand exactly. 
I am not quite sure just what you meant to imply by it. This sen- 
tence 1s on page 3: 

The numerous instances of lower level corrniticn in the career service have been 
among personnel who had no apparent chane i appointment to top rank. 

Mr. Kine. This was a night project, Mr. Brownson, and a rather 
hurried one. Mr. DeWind could probably answer that one. 

Mr. DeEWinp. We have found that the most prevalent, well, 
nearly all of the corruption in the career service has been at the lower 
levels, deputy collectors and internal revenue agents, and I do not 
say that that has represented widespread corruption, but that is 
where it has been, and even a few instances of that sort of thing be- 
comes serious, but those have been the lower level employees. 

Several agents in New York were down before [the committee in 
public hearing out of a group we had investigated. They were dis- 
missed from the service. Now those people had no chance of promo- 
tion to the higher levels of the career service. 

They would never have been considered for that, and that is where 
we found it, at levels which have not really involved the top leader- 
ship in the career service. 

Mr. Brownson. The point I was interested in was the possible im- 
plication that civil service was not working satisfactorily in providing 
incentives for lower level personnel. Is there some way that situa- 
tion could be improved? 

Mr. DeWinp. It seems to me it is not primarily a matter of civil 
Service. The Bureau has never had an inspection service, and now 
they have inaugurated an inspection service, and under this re- 
organization plan there would be an Assistant Commissioner in direct 
charge of the field inspection service. 

It would be the function of that service to set up controls and check 
on that very sort of thing, and the Bureau is now moving on that. 

Mr. Brownson. Thank you very much. That is all I have. 

The Cuarrman. Mr. Bender? 

Mr. Benper. Your committee, Cecil, who are the members of your 
subcommittee? 

Mr. Kina. We have a very good subcommittee, Mr. Bender. 
They start with Mr. Robert Kean, of New Jersey, Mr. Carl Curtis of 
Nebraska, and Mr. John Byrnes of Wisconsin, myself, Mr. O’Brien of 
Illinois, Mr. Keogh of New York, and Mr. Combs from Texas. 

Mr. Benper. | just wanted the record to show there are a few 
Republicans on that committee, too. 

Mr. Kina. Three very excellent ones. 

Mr. Benper. In any event, there is one question I want to ask 
that I asked Bob Ramspeck yesterday regarding a branch of the 
service generally considered by everyone as tops. What would you 
say that branch is? 

Mr. Kine. The FBI, I suppose, is what you have in mind. 
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Mr. Benper. Yes. And you know, of course, there is no civil 
service in the FBI, so that it does not necessarily follow that civil 
service is a guaranty of honest service—and I support civil service. 
Bob Ramspeck testified yesterday, and I am quoting him: 

I would like to point out to you that we are very fortunate to have that agency 
of Mr. J. Edgar Hoover, who has a very high concept of his duty and his responsi- 
bilities under the powers given. 


What I would like to emphasize is this: Civil service will not 
guarantee honest public service. 

Mr. Kine. Not as to honesty and integrity, Mr. Bender. Civil 
service has no way of doing that in a man’s mind, in my opinion. 

I do find though in my own personal history, usually men that are 
well-trained, their competence determined, | think you will find a 
lesser number of that type of man prone to delinquencies than you 
would the untrained fellow who just finds himself in a job because he 
knows somebody. 

Mr. Burnsipe. Will the gentleman vield at that point? 

They have a comparable service to civil service because their inves- 
tigation is very thorough, the FBI. The main point I think in the 
set-up is that they make a thorough check before a man gets into the 
service, and both are comparable in that respect. 

Mr. Brenper. It is perfectly amazing to me how the Democrats 
have gotten religion all of a sudden and want everybody under civil 
service. 

Mr. Burnsipe. Will the gentleman yield right there? I think civil 
service has expanded over a period of years. The Democrats and 
Republicans have seen a need, and in this case right here that we have 
in point, many of the different agencies have been blanketed in 
because the Congress did not feel that there was time to go into the 
records of these different people in those different offices. The Con- 
gress saw the advantages of civil service, so we did blanket them in 
and gradually the agencies are eliminating the incompetents. The 
Government does need these checks, such as Mr. King is talking about, 
going back and rechecking these civil-service employees where they 
have been blanketed in. 

Mr. Benper. Would you advocate the same program of civil 
service for the employees of the House and your own secretarial staff? 

Mr. Burnsipg. That is a different relationship. That is a politi- 
cal—personal relationship. 

Mr. Benper. Political relationship. Of course, speaking very 
directly and to the point—-and I do not want to appear to be face- 
tious—I am practical enough to know that there have been adminis- 
trations, when a change in administration comes, find some way even 
if they are under civil service, of eliminating the jobs and creating 
new jobs. That certainly is possible here; is it not? 

Mr. Kina. I certainly agree with you, Mr. Bender. 

Mr. Benner. They can hire and fire at will, even though they are 
under civil service, by creating new titles. 

In my home State, for example, we have a Democratic governor, and 
recently about half of the employees in the highway department, who 
were under civil service, were fired. They were laid off, and after they 
were laid off for a period, why, then, they hired new ones and created 
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new lists, and that sort of finagling is carried on all the time, so that 
this idea that this will solve the problem is 

Mr. Harpy. Does the gentleman subscribe to that philosophy in 
his own operations? 

Mr. Benper. Frankly, J] have been a stanch advocate of civil 
service in my home State. When good Republicans are on the public 
payroll under civil service and the administration changes, they cer- 
tainly find ways of working them off the payroll, and | am sure this 
administration now has done a very excellent job of that, too. 

The Cuarrman. Mr. Hardy? 

Mr. Harpy. No questions. 

The CuarrMANn. We are very grateful to you, Mr. King. 

Mr. Kina. I certainly am to the committee. 

The CHarrRMAN. Everyone wishes to express their appreciation for 
the fine work your committee has done and for your personal appear- 
ance before us this morning. It has meant so much to us in our 
deliberations. 

We have with us Mr. Kelley, who served as Assistant Secretary of 
the Treasury under President Wilson. We are going to call on him 
for a short statement at this time, and that will complete our list of 
witnesses. The hearings will be closed in that respect, and then we will 
discuss ways and means of reaching a conclusion. 


STATEMENT OF NICHOLAS KELLEY, PRESIDENT OF THE NATIONAL 
CIVIL SERVICE LEAGUE 


Mr. Ketiey. Mr. Chairman and members of the committee, it is a 
great privilege for me to testify before your committee. 

1 will identify myself by saying I am a lawyer in New York. I 
practice law as a member of the firm of Kelley, Drye, Newhall, and 
Maginnis. It is an old firm that, with its predecessor, has been in 
practice for over 100 years. 

I also have taken an active part in various philanthropic and educa- 
tional organizations. Among the colleges that | happen to have been 
on the board of are Swarthmore College near Philadelphia, Antioch 
in Ohio, and Fisk University in Tennessee. 

I mentioned these things merely to say that I appear here not for 
these various other organizations nor for any of my clients, but for 
myself and as president of the National Civil Service League. 1 am 
not expressing opinions of others. 

The league was founded in 1881 and has been operating actively 
ever since that time. 1 suppose it has been the leading voluntary 
organization having to do with promoting the civil service both in the 
Federal Government and in the State and local governments. It is 
nonpartisan and we have as members many of the country’s leading 
businessmen, editors, and civic leaders. 

Now on behalf of the league 2nd myself, I cannot urge too strongly 
the approval of Reorganizati: Plan No. 1 to put the internal revenue 
collectors, the internal revenue service, under the civil service to the 
extent it is not already under. 

While we recognize that this is only the first step in a long-range 
reorganization plan that is still necessary, we believe that this No. 1 
plan will furnish the acid test. It will determine whether Congress is 
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willing to follow up its exposes of Government corruption with positive 
steps for improvement. 

I’m convinced that the future of the program to rid the Government 
of dishonest and corrupt officials and employees wherever and when- 
ever they are found, depends on what action Congress takes on this 
plan. If this plan should be defeated, it may well mean the end of 
reform efforts at this time and perhaps for many vears to come. 

On the other hand, if Congress goes ahead now, it will open the way 
to the important civil-service reforms demanded by the Nation. 
There is a growing cry throughout the land to sweep the political 
clubhouse bosses out of Government. And it is a cry that will not be 
stilled until something is done about it. 

There are many reasons why the enactment of Reorganization 
Plan No. 1 is so important. For one thing, it should be a big step 
toward economy. Under this plan, it is the responsibility of the 
Treasury, the Civil Service Commission, and the President to see 
that an aggressive program is developed and carried out so that the 
tax collection job functions in a businesslike way. 

Here are some of the other reasons why the league feels Reorganiza- 
tion Plan No. | is so desirable: 

Collectors will be chosen on the basis of merit and ability, marking 
the beginning of a career system that will attract a higher-type, better- 
qualified individual. Secondly, fresh incentive will be given to 
thousands of lesser internal revenue employees, who will know that 
top department jobs will be open to them regardless of party polities. 
Under such circumstances, subordinate employees would be less likely 
to jeopardize their future by accepting bribes or personal favors. 

My third point is that regional reorganization of the Department 
would permit adequate supervision of the entire internal-revenue 
operation and would result in more efficient administration at the 
grass-roots level. You can’t supervise the Department today when a 
collector knows he has political protection. 

Fourth, better training techniques will be developed for supervisors 
and other internal-revenue employees. And, finally, the expanded 
internal revenue inspection system will insure the public greater 
honesty in the handling of its tax dollars and will aid in keeping polities 
out of the internal revenue career system. 

Before closing, | would like to point out that the time is ripe for 
reform because we have at the head of the Civil Service Commission 
at this time a man who is capable of seeing that sound reforms put 
into effect by Congress are carried out. 

I am referring to Robert Ramspeck, a man who was a colleague of 
many of you for a number of vears and who now is one of the great 
civil service figures of our day and one of the leading civil service 
legislators of all time. I believe that in the field of civil service 
legislation he ranks among the all-time greats, including the late 
Senator George Pendleton, who, backed by the National Civil Service 
League, was instrumental in having enacted the Civil Service Act of 
1883, setting up the first major merit system reforms. 

Now before closing, in the light of what | heard in the discussion 
today, I would like briefly to add this. 

As far back as classical times, the philosophers pointed out how 
often, as they put it, the better could be the enemy of the good. 
Now we are strongly for Reorganization Plan No. 1. If a better 
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arrangement can go through, we would like to have the better arrange- 
ment, but we think that the worst of all outcomes would be the defeat 
of Reorganization Plan No. 1 in the name of other suggestions that are 
supposed to be better so that in the name of the better people should 
apparently with a good record defeat the good and we have nothing. 

| think that is a possible danger that now confronts the ladies and 
gentlemen of this committee and of the Congress and that however 
much the better might come along later, the highest necessity at the 
present moment is to make sure of the good and see that we have at 
least Reorganization Plan No. 1 and nothing less than that. 

I thank vou very much for giving me your time. I have great 
confidence in the wisdom of our Congress, and I am sure that if they 
adopt this plan, it will be a step in insuring the civil service against 
corruption, 

The CuatrmMan. Mr. Fine, did you have any questions to ask the 
witness? 

Mr. Fine. No. 

The CHarrMan. Mrs. Harden? 

Mrs. Harpen. No questions. 

The Cuarrman. Mr. Holifield? 

Mr. Houirietp. No questions. 

The Cuartrman. Mr. Lanham? 

Mr. Lannam. No questions. 

The CHarrman. Mr. Hardy? 

Mr. Harpy. No questions. 

The Cuarrman. Mr. Bender? 

Mr. Benver. Mr. Kelley, you have a very low opinion of politics 
and politicians, I gather. 

Mr. Keuuey. No, | have a very high opinion, I really have. My 
grandfather of my last name was in his day the father of the House 
of Representatives, Pig Lron Kelley of Pennsylvania. He had served 
longer than any Congressman up to his time, and he has been a very 
honorable name in my family. 

Mr. Benper. They did not have civil service in his time, but that 
did not affect his character or his judgment or his conduct. 

Mr. Keuiey. That is correct. 

Mr. Benper. It finally resolves itself as to the character of a man, 
the individual that is engaged in whatever the pursuit happens to be. 

Mr. Keuuey. I agree with that, sir, but it also depends in part on 
the circumstances that the individual has to deal with. 

Now the figures, as I understand them at the present time, are that 
if you take the Federal Government, the State government, and the 
local government, 1 out of every 10 persons that is employed in our 
country is employed by one of those governments. 

Mr. Benper. That is a great pity, isn’t it? 

Mr. Kewtiey. Well, it is so great a number of people. I am speak- 
ing now from the point of view of selection. It is so great that unless 
there are very highly organized methods of selecting them, it is more 
than individuals can really deal with, unless you have a good civil- 
service system for selecting the great bulk of them. 

Mr. Benper. I have been in politics for a good many years, as 
most of you gentlemen have, and most of you gentlemen could engage 
in other pursuits where I am sure the going would not be as rough. 
As it happens some folks like to sing in church choirs, others like to 
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drink whisky, some like piano playing, others enjoy business life and 
some of us are in politics because we enjoy it. 

Mr. Houirietp. That does not necessarily preclude those other 
things. You can like to be in polities and like some of the others. 

Mr. Benper. I have known some to do all the things mentioned 
fairly well. 

Back in 1920, a great public thinker told as that— 

Politics is the practical exercise of the art of self-government, and somebody must 
attend to it, if we are to have self-government. The principal ground of reproach 
against any American citizen should be that he is not a politician, 

Elihu Root spoke these words a generation ago. They are as true 
today as they were then. Unfortunately, while everyone recognizes 
the validity of the statement, no one seems to care one whit about 
translating it into practice. 

Far too many people are ready, willing, and eager to condemn 
politics and politicians in vivid terms. Far too few of them are 
ready, willing, and eager to lend themselves to the concrete tasks 
which self-government demands. 

Even those who understand our system of representative govern- 
ment, and who value its perpetuation, are all too ready to ignore its 
functioning on the personal level. Too often they abdicate all 
responsibilities and retain only the privilege of criticism. 

The results are evident on all sides. We have a declining percentage 

of those eligible to vote on the registration rolls. Simultaneously, this 
dwindling number of registrants fails to vote at all but major elec- 
tions, Meaning increasingly and exclusively the presidential election 
year. 
It is always open season on the party boss and the party machine, 
who constitute perpetual targets for the discussion group. But the 
same people who criticize our political organizations rarely find the 
time and the energy to participate in these organizations. When 
folks condemn the political leadership, they must remember that they 
have as much opportunity to select that leadership as the people who 
have acted to select it. 

“Independent voters” like the description, but they seldom weigh 
the relative merits of political affiliation as against their nondescript 
characterization. By refusing to join a party, they give up the right 
to name the very candidates upon whom they must vote in the only 
election in which they choose to appear. Not only do these inde- 
pendents surrender this right to choose the candidates; they also give 
up all control over the party organizations themselves. 

There are two new obligations which every citizen must assume in 
these days when the Republic’s future is on trial. He must not con- 
tent himself with voting. He must also participate in the organization 
of the political party of his choice and in the selection of its candidates. 
These are minimum requirements for the modern citizen. 

In proportion to our success in fulfilling them, the Republic thrives. 
In equal measure, as we fail, the Republic is endangered. The choice 
is yours. 

Mr. Harpy. Will the gentleman vield to me on that? I don’t 
quite get that implication personally. I did not feel that there were 
any aspersions cast in my direction by this thing. 

Mr. Benper. I am sure the gentleman is above reproach. 
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In any event, I make as many mistakes as most people do, but 
they make them in all other lines of endeavor as well, and I object 
to having politics always labeled as the vocation or the avocation of 
a breed of cats that is lower than 

Mr. Harpy. Alley cats. 

Mr. Benper. On occasion I sit here and I listen to some of you 
Democrats who become holv all of a sudden, and I sometimes wonder 
where I am and what is going on here. 

Mr. Lanuam. Well, you are against sin, too, aren’t you? 

Mr. Benver. Of course I am against sin, but [ do not believe that 
politicians are any more sinners or people in public life are any more 
sinners than they are in any other line of endeavor. That is the point 
that | want to make. 

Mr. Keuxey. I agree with that, sir, and I greatly respect the people 
who are willing to devote their time and their lives to politics. Our 
country would not be able to get on if we did not have them, but there 
are methods of procedure that are better and that are worse. 

I happened in my time to have had a good deal to do with big 
industry and big employers, and it has become obvious there that the 
whole method of selecting and employing people has to be reduced to 
some kind of order; that the old thing of the foreman gvuing out and 
getting his crowd in off the streets does not work, and that with so 
large a public service and so numerous people to be selected for it, 
that throwing that on the people who are in politics to do in a personal 
and individual way has got beyond the breaking point. 

The public service is too big to be recruited in that way, and it is the 
difficulties that arise out of that that have had much to do, I think, 
with criticism of those that are in politics. 

We think in National Civil Service League that it ought to be a 
great relief to the people who are active in politics in the good sense 
of the word to be relieved of the dreadful patronage problem that it 
presents. 

Mr. Benpver. Just one practical observation to you politicians on 
this committee. I happen to be chairman of the fifth largest county 
political organization in the country. I have been chairman of the 
Republican Party m Cleveland, Cuyahoga County, since 1936, and 
of 1,500 precinct executives who were elected by the Republicans 
who elect me their chairman, we have fewer than 20 on public pay- 
rolls, and even when we had our administration in power, my dis- 
position was to put people in private industry. 

It is always a better deal to do that, so I am not interested in 
freezing a lot of pap-suckers in the public payrolls. The thing that 
bothers me about this whole business—and I have always been an 
advocate of civil service—is how you are going to unfreeze these 
people after you freeze them into the service. 

I don’t know of any other way except through civil service, that is 
through some merit systent, but it is so cumbersome and so difficult 
to remove people from payrolls once they are frozen in. They form 
associations and worry you and they make it so difficult to reduce 
expenses after they are once on these payrolls. 

Mr. Ke.iey. That is one of the great problems, there is no doubt 
about it, and our league has always had that view, that it should not 
be made difficult to separate them. 
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As long as they can only be chosen through orderly and nonpartisan 
methods, we do not object to making it relatively easy to get them 
out if they do not perform well, because the next fellow is supposed 
to be well chosen for good reason. 

Mr. Benper. Do you know that 40 percent of the members in the 
postal service in my county are not only holding their civil-service 
jobs, but have other jobs as well. They have two jobs because they 
can’t get by on the pay they receive from the postal service. 

Mr. Keuiey. Well, we think those mixed jobs like that are unde- 
sirable. We are for professional service. 

The CHarrMan. I would like to say that in addition to being presi- 
dent of the civil service, Mr. Kelley is general counsel and vice 
president of the Chrysler Corp., and when a citizen can carry that 
grave responsibility and yet be interested in a matter like our national 
civil service, I think it is one of the finest ex: unples of civic service a 
citizen could render. 

Mr. Brownson. I am interested, Mr. Kelley, in your experience 
with the Chrysler Corp., which certainly is an efficiently operated 
business which is a credit to the free enterprise system. Do you have 
any system in the Chrysler Corp. where your sec ond: ary level of execu- 
tives is regulated by any system like civil service? Do these adminis- 
trators have tenure on their jobs, or can the top man press a button 
and discharge them? 

Like you, I am very disturbed about this apparent inability to get 
rid of excess or inefficient civil service personnel. Do large corpora- 
tions have any set-up like civil service? 

Mr. Keuuiey. Well, I think that nominally they can fire people if 
you leave out the people that are under union contract, but in the 
upper level of executives they can throw them out, and if a man 
really does wrong, they don’t hesitate to do it. 

I think that in all big organizations, and you see it very much 
colleges and universities, even without formal tenure they do not like 
to be arbitrary about it. I mean it makes it too hard to get the next 
man. 

Mr. Brownson. No good executive is ever capricious. He can’t 
afford to be. 

Mr. Keuxiey. He tries not to be that. 

Mr. Brownson. The thing that worries me is not the man who 
does wrong, because ultimately society usually catches up with him. 
The thing that worries me is the case of hundreds of men that do noth- 
ing constructive. That is the one offense for which you can’t get 
rid of people under civil service—for just doing nothing. 

Mr. Keuiey. Well, of course, we have the same thing in private 
industry, and that comes back a great deal to management and the 
supervision. 

In private industry there is a great move on to improve your man- 
agement and your supervision, train your people, and one of the 
things that our league has most at heart and is working the hardest 
on at the present time, and one reason that we are strong for this 
plan No. 1 in the Internal Revenue is that there ought to go along 
with that and it probably affords a means of seeing what the per- 
formance is and working on that and training the people to better 
performance. 
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You get that, you get the amount of work that is done, not out of 
so much the voluntary peculiarities of the individual person, as to 
how well he is led and supervised, how well he is chosen in the first 
place, and, after he is chosen, his training continued and he is well 
supervised. 

We are interested in all of that, and it is almost impossible to have 
that well done where the heads of it, that would correspond to the 
collectors here, are in for reasons other than the mere operation of 
the service, where there are other things like political considerations 
in their choice and keeping them there. 

Mr. Brownson. I find I agree to a considerable degree with what 
Mr. Blatnik said earlier this morning with Mr. Bender. Three men 
are going to pass this civil-service examination for deputy commis- 
sioner. Someone is going to have to select one out of those three 
men for the job. 

Now, in the American tradition of government, I can’t see where 
it is not as good a solution for an elected official, who has to face the 
public every 2 or 6 vears and account for everything that he has done, 
to make that selection. If he doesn’t it will be made by a big bureau- 
erat sitting up here in Washington, who will never face (he public on 
his record. 

Mr. Kevuey. Well, we really think that the system that was in 
effect I think many vears ago under President Theodore Rosevoelt 
under which he made an Executive order requiring the first person on 
the list to be chosen, is on the whole the better system. 

Mr. Brownson. Do you really? 

Mr. Ketuey. Yes; absolutely. 

Mr. Brownson. Do you think that taking some test-wise smart 
youngster who has had no practical experience but who passes that 
test with a higher academic score than a man with personality and 
executive ability actually represents the best choice? Just because 
somebody is smart with a pen and pencil—a psychologist calls him 
a test-wise individual—doesn’t mean that he has judgment and an 
administrative temperament. A man might write a test that would 
put him 25 pereent above average, and yet, in civilian life virtually 
starve to death through inapplication 

Mr. Ketiey. Well, not everybody that does well on an examination 
is just that kind of a fellow. 

Mr. Harpy. But you would not keep an individual like that in the 
Chrysler Corp. very long; would you, Mr. Kelley? 

Mr. Ke_iey. We would first see what we could do to train him, 
and we might be able to train him to do something very well 

Mr. Brownson. I'll bet the Chrysler Corp. didn’t give you a 
paper and pencil examination before they engaged you as counsel and 
elected you as vice president. They looked at what you had done. 

Mr. Keviey. Well, that is correct; but as I say, you don’t always 
get such a clear choice, and in New York where we have this sytem of 
free selection out of the first three, that is subject to a great deal of 
abuse, and they work around and they get the first fellow to do some- 
thing, and they do something about the second fellow, and then they 
get the one they want and it is often not the best of the three. 

Mr. Brownson. That all goes back to voter apathy, because the 
voters could correct that situation any time they wanted to vote out 
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those people that abuse the system. That is what worries me. I am 
afraid you people are going to try to rely on paper and pencil tests 
until you put Congress under civil service one of these days. 

I would like to correct one impression that you have, according to 
your statement. You say on page 2: 

For one thing it should be a big step toward economy 


That is what I thought, too, Mr. Kelley. I asked Mr. Lawton, 
the Director of the Bureau of the Budget, if he had prepared any 
estimate as to whether this would effect any economy. He said no 
estimate had been made. 

[ asked the Commissioner of Internal Revenue again whether this 
would result in economy, and he said it was impossible to tell whether 
the over-all reorganization would cost more money or whether it 
would cost less money than the present system but that he thought 
certain consolidations would produce some economy in personnel 
and equipment. 

When they bring a new project before your corporation or my little 
company, they bring it in and they say, ‘This is what it will cost. 
This is what it will do. This is the economy, or these are the in- 
creased sales that we expect will result.” I just wanted to tell you that 
things up here in Washington are, unfortunately, not run that way. 
We were never able to get even an approximate estimate of whether 
this reorganization would result in significant economy or whether it 
would result in an increased bureaucracy. 

Mr. Keiiey. Well, I think there are ways that you can apply a test 
of how the trend is. 

Certainly in industry, and I think in Government, you can measure 
the cost of things by how many people it takes, and you know rougbly 
on the average how much a person costs, and you know how much it 
costs to give him a place to work and whatever he needs to work. 

Mr. Brownson. I thought so, too, but the Bureau of the Budget 
that I supposed was responsible for doing that kind of work could 
not give us a single figure in the way of an estimate. 

Mr. Ketuey. Well, I am not responsible for the Bureau of the 
Budget. 

Mr. Brownson. I just wanted to point that out to you because 
apparently your committee is under the impression that this plan will 
result in specific economies. I believe it may, but I will have no way 
of knowing before I vote on it. 

Mr. Keuuey. I will say this: that in the war when you had to get 
up very large new plants to make a new product such as things you 
had not made before, like airplane engines, in manning a plant, that 
as you got it manned you might employ to get it manned 60,000 
people for a plant that would settle down to, say, 35,000, and then 
as you got working along and your supervision got good and you 
trained your people, you would end up maybe with 28,000. 

I think that the experience of employment is that for whatever 
group you need, that as your management and supervision and train- 
ing and getting the people in the work they can do best proceeds, you 
reduce the number of people it takes to do the work, and that is just 
where the economy is. 

Mr. Brownson. I wish'the Federal payrolls had ever shown that 
downward tendency. They have gone up and they are still going up. 
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Mr. Ketiey. Well, of course, you have always had it in times of 
crisis When the thing changes and then you lay off a great many 
people and the thing does not settle down. 

Mr. Brownson. Thank you very much for vour helpfulness, Mr. 
Kelley. 

The CuatrmMan. Mr. Meader? 

Mr. Meaper. Mr. Kelley, I am very much interested in your 
statement on behalf of the Civil Service League and thank you for 
coming down here to give us the views of your organization. 

I want to say as a preface to my question that ] used to be counsel 
for the Michigan Merit System Association back from 1937 to 1940, 
when our State adopted an amendment to the constitution in which 
we grafted civil service right into the basic structure of our State. 
I am very much concerned about plan No. 1 because of my awareness 
that sometimes merit systems in name may be only a cloak for what 
is actually patronage. 

Mr. Ketury. That is only too true. It can be used to be a face 
under which if you misapply, then you really have a patronage system. 

Mr. Meapver. I called attention during the testimony of Mr. 
Ramspeck yesterday to the practice that has grown up in the Post 
Office Department of selecting appointees in the Post Office Depart- 
ment on the basis of recommendations of political co:nmittees, not- 
withstanding the fact that it is advertised as a pure merit appoint- 
ment. I am concerned that that same thing may happen to these 
positions in the Bureau of Internal Revenue. We may not have 
eradicated what is regarded as the source of the difficulty that has 
turned up among the collectors, namely, their being appointed upon 
a political patronage basis rather than a merit basis. We may only 
have cloaked it over by covering these positions into a career service 
but still permitting the political influence to operate under that cloak. 
Therefore we may very well be worse off because of the cloak than we 
were when it was frankly a political appointment. 

Now, 1 would like your comment along that line and any sug- 
gestions that you may have, if you agree with me that it is an evil, 
about correcting it. 

Mr. Keuuey. I think it is an evil and I think it is contrary to the 
intention of the civil service system. Making a political recommen- 
dation or requirement for appointment I think is contrary to the 
system and is improper. 

These people are not policy makers and they should be appointed 
on the basis of merit. By and large, if you make it reasonably easy 
to get them out if they do not do their work well, and you have a good 
commission that has a good kind of examination, the thing that really 
ought to be done is to make it a disadvantage for a man to come in 
with a political recommendation. It would quickly dissipate if the 
fellow that had the political recommendation did not get the job. 

Our own belief, or my own belief is that until you get the thing 
going, you had better take the first on the list. You will have less 
trouble that way from the thing that you fear. 

Mr. Mraper. Do you have any concrete suggestions as to the 
manner in which this committee might in its report go on record as 
being opposed to the political endorsement of appointees in the 
Internal Revenue Bureau? Is there legislation pending, or do you 
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have anv suggestions about appropriate legislation that would really 
insure the integrity of our merit svstem? 

Mr. Keviey. | think that if the Congress were really of the opinion 
that that is an abuse and will back up the Civil Service Commission 
in considering it is not bound by those recommendations, that the 
thing would dissipate very rapidly 

Mr. Mraper. You do not think it is possible to do anything by 
legislation, then? 

Mr. Ketiny. Well, I think it is very hard to make a man do by 
legislation what he does not want to do. 

Now if the Members of Congress and the Senate want to be giving 
political recommendations and want the political committees to do 
that, why, it is very hard to keep them from doing it. 

If, on the other hand, the Civil Service Commission knew that it 
would be backed by Congress if they did not let those things count 
with them and did the thing on the merits, I do not think it would be 
a problem any length of time. 

The Cuatrman. Mr. Bush? 

Mr. Busx. No questions. 

The Cuarrman. Mr. Burnside? 

Mr. Burnsipe. No questions. 

Mr. Benner. Another question, Mr. Dawson. 

From a practical standpoint—and I am being realistic and I know 
vou are a realist yourself—you know that the Chrysler Corp. hires 
people and keeps them in the service who produce results. Many of 
those who are the best producers may not even be able to pass 
a theoretical test. 

Mr. Brownson here reminded me that Thomas Edison, my fellow 
Ohioan, failed his examination in high school, and that happens quite 
often. Is that a correct statement regarding your experience in your 
company? You keep producers on the job, not because they have 
book learning, but because they know their job. 

Mr. Ketitey. We try to; yes, sir. 
Mr. Benper. The point I wanted to make is this. I am a realist in 
this. Some mention has been made of the postal service. 

I have been in Congress, this is my twelfth year, and I have been 
Republican chairman since 1936. Do you know how many people 
who are Republicans have gotten jobs, who have taken examinations 
in anv branch of the Federal service in my area? 

Mr. Ketiey. No; I do not know. 

Mr. Benper. Not a single one. 

The CHarrMan. Mavbe they did not pass. 

Mr. Benper. Well they did pass. In fact, I have had glaring 
examples. I could give you a long list of them. 

The people in the postal service are recommended by Congressman 
Crosser and Congressman Feighan. Congressman Bolton and I are 
Republicans, but Feighan and Crosser get the jobs, civil service or no 
civil service. 

In the Federal building, in all the Federal departments—and the 
woods are full of them around Cleveland—anybody that dares to have 
a recommendation coming from anyone other than the Democratic 
leader in civil service hasn’t got a Chinaman’s chance, and that is the 
situation, and I am just stating a fact. 
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Mr. Keviey. Well, that, of course, we all know, that those things 
can be done. There is no doubt that a civil service team can, as Mr. 
Meader suggested, be made a cloak for legalizing patronage, but then 
you come to what is the mechanism by which that is worked, and the 
thing that is used, and it is used very much in the State of New York, 
not only in the Federal service, but in the State service, and that is 
the rule of three to which you can find a myriad of ways to abuse that 
rule of three so that they get a partisan appointment 

That is why I am against it, and I think my league is against the 
rule of three and the ways of unfairly applving the svstem. Almost 
any system you can abuse, but then you find certain particular things 
that are used to abuse it, and the rule of three is one of them. 

Now to come back to vour question and the question that Mr 
Brownson raised about the examinations not producing the kind of 
man you want or woman for the job, that comes again to the quality 
of the examinations. I mean all the examination does not have to be 
written. One of the things to do is to have personal interviews, have 
something to do with it, that kind of thing. 

Mr. Brownson. Will the gentleman vield? Who is going to make 
the personal interview? 

Mr. Keuuey. It can be done pretty well. 

Mr. Brownson. Would you rather have a bureaucrat do it, or 
somebody that has to face the voters? 

Mr. Keuiey. I would rather have a man that has been well trained. 

Mr. Brownson. Please, just answer the question. Would vou 
rather have a bureaucrat do it or a man that has to face the voters? 

Mr. Keuxiey. I don’t think the only people that hold jobs in the 
public services are bureaucrats. I mean that is meant to give it a 
kind of unfavorable sound. There are a lot of very able, upright, and 
skilled people. 

Mr. Brownson. I do not question that a bit. I have many 
capable friends in the Government service whose devotion is an 
inspiration, but I also know some rascals. 

Mr. Keuiey. If anybody is really interested in a good selective 
system, I think they can get it. . 

Mr. Brownson. Under this theory vou advance, vou would 
almost hang a precinct committeeman without trial for being a 
partisan politician, you brand anybody that had a party record. 

The thing that gets me is this. I think if more people, more busi- 
ness people and other sound citizens, became interested in the par- 
tisan political end of the thing and worked as precinct committeemen 
or volunteered for party work and insisted on presenting a slate of 
clean and able candidates for all public offices, this problem would 
solve itself. I do not think vou can do it all under a nonpartisan 
structure when you still have Mr. X over here who has to reach down 
and pick one of three men for Deputy Commissioner and Mr. X is 
not accountable to anvone because he is down here in the Bureau 
and nobody knows exactly who did it. 

The CHarrmMan. Mr. Kelley, we are certainly honored to have 
had you. 

Mr. Kelley made a trip down from Detroit to testify before us here 
today, and we certainly appreciate the contribution that you have 
made to our deliberations. 
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Mr. Keiuey. Thank you very much, Mr. Chairman. I would 
like to thank the committee for hearmg me, and I would like, if it is 
not inappropriate, to say here that I agreed with every word of Mr. 
King’s. I thought it was a remarkable statement. Thank you, 
gentlemen. 

The CuarrMan. Thank you so much. 

Ladies and gentlemen of the committee, we will meet tomorrow 
raorning at 10 o’clock in executive session, there to pass upon this 
matter, and I appoint Congressmen Dorn and Lantaff to replace 
Congressmen Hardy and Bouner on the special subcommittee under 
Mr. Lanham to look into the question of consolidation of the Veterans’ 
Administration. 

Mr. Hoffman said the same member of that committee from the 
minority side would continue to serve, so we will meet tomorrow 
morning at 10 o’clock and endeavor to bring this matter to completion. 

(Whereupon, at 12:50 p. m., the committee adjourned, to reconvene 
in executive session at 10 a. m., Thursday, January 24, 1952.) 
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Internal Revenue Bureau—Table showing collections, expenditures, population, tax 
per capita, cost of collecting and number of employees, fiscal year 1866 io date 























| | | | | 
| | ' - 
Fiscal : | Cost of Population) ——— Number of employees 
year Expenditures Collections collect- | of ( nited | capit : — —_ = 

} — $100) ——— | Bureau! Field Total 

| 
eas a Se ot Ee fe eee SE ee sei 
1866....-.-| $7, 689, 700. 46 | $310, 120, 448.13 | $2.47 $8. 221 4, 240 4, 461 
1867 ‘ 8, 982, 686. 03 265, 064, 938. 43 3.38 & 246 1, 
1868 | 9,327,301. 74 | 190, 374, 925. 59 4.88 |: § 251 § 
1869 | 6, 785, 477. 00 | 159, 124, 126. 86 4.59 4 255 ti 
1870 | 8, 241, 514. 24 | 184, 302, 828. 34 3. 92 4 252 6 
1871 | 8, 408, 634. 29 | 143, 198, 322. 10 5.30 3.! 301 f 
1872 | 6, 522, 774. 44 | 130, 899, 096. 90 4. 36 3 | 301 6, 
1873 _-. | 6 620, 230. 63 | 113, 504, 012. 8C 4.69 2 | 272 5, 
1874. -- | 5, 948, 477.85 | 102, 191, 016. 98 4. 40 2.360 | 24 4,7 
1875 | 6,317, 924.11 | 110, 071, 515. 00 3.89 2 241 1 
1876 | 4,775, 000. 00 | 116, 768, 096. 22 4.71 2! 241 5 
Saltees | 4, 171, 495. 00 118, 549, 230. 25 3.50 2 203 3, 
1878 | 4, 056, 410. 00 | 110, 654, 163.37 | 3.75 2. 203 3, 
1879. . 4, 205, 632.18 | 113, 449, 621.38 | 3.70 33 193 3, 
1880 1 4,505, 640.73 | 123, 981,916.10} 3.43 2 193 
1881 5, 054, 026. 48 3. 60 2 193 3 
1882 5, 107, 481. 48 3. 50 2 196 4, 
1883 5, 105, 957. 09 3. 50 2 243 4,3 
1884. | 5, 100,451.84 | 4.20 2 243 | 3. 4 
1885 | 4,455,430, 27 | 3.90 1. 240; 3,: , 
1886 . . . | 4, 299, 485. 28 | 3.60 2 195 3, 3, 
1887.....-.| 4,065, 148.87 3.40 2. 198 | 3, 3, 
1888 | 3,978, 283.39 | 3. 20 2. 193 | 3, 3, 
1889 | 4, 185, 728. 65 3. 20 2 199 3.3 3, 
1890 | 4,095, 110, 80 2.82 | 63, 056, 438 2 1 3, 5 3, 
1891 __ . | 4, 205, 655. 49 2.88 | 64, 361, 124 2. 208 | 3, 3, 
1892 | 4,315, 046, 26 2 80 2: 28 | 3, 3. § 
1895 | 4, 219, 739. 36 2.62 2 21) 3,! 7 
1894 | 3,975, 904.00 2. 70 2 207 | 4, 4,3 
1895 | 4,127,601. 16 2.81 , 578 2 21 3, § 4, : 
1806 _ . | 4, ORG, 292. 47 2.78 70, 884, 554 2 108 3. 793 3, 
1897- .. } 3, 848, 469. 49 | 2.62 | 72, 189, 240 2 202 | 3,656 3, 
1898 | 3,907, 010. 50 2 29 | 73, 493, 926 2 222 | 3,610 3, 
1899 4, 591, 754. 90 | 1.68 | 74, 798, 612 3.656 s 405 
1900 4, 653, 687. 74 | 1.58 | 76, 129, 408 3.879 4, 
1901 | 4,749, 220. 44 1.55 | 77, 747, 402 3. 947 3 
1902 |" 4, 603, 887. 82 | 1.70 | 79, 365, 396 3.426 4, 
1903... 4, 771, 188. 50 | 2.07 | 80, 983, 390 2.849 s, § 
1904 | 4,619, 309, 52 ‘ , 1.98 | 82,601, 384 2. 820 
1995 . + 7, 976. 37 2.01 | 84, 219,378 2.781 
1906 4, . 738.00 1.90 | 85,837,372 2. 902 , 
1907 4, 875, 14, 022, 85 1.81 | 87,455, 366 3. 083 3 
1908 4, 830, 698. 65 45, 950. 04 1.92 89, 073, 360 | 2.82 
1909 | 4,975, 238.75 2, 719, 22 2.02 | 90, 691. 354 2.715 
1910 | 5,044, 502. 60 | 7, 220.16 1.74 | 92, 267, 080 3. 143 3 
1911... 5, 411, 658. 98 ), 299. 73 1.68 | 93, 682, 189 3. 443 3, § 
1912 5, 509, 983. 94 5, 894. 69 1.71 | 95,097, 298 | 3. 382 3, 
1913_. 5, 484, 654. 61 24, 453. 85 1.59 | 96, 512, 407 | 3. 569 4, 
1914. 5, 779, 329. 72 , 008, 893. 96 1,52 | 97,927,516 3. 881 3, 
1915 - 6, 804, 688. 77 , 681, 023. 86 1.64 99, 342. 625 | 4 184 4,7 
1916 7, 199, 163. 32 23, 287.77 1.40 |100, 757, 735 5. 089 4, 
$007... .. 7, 699, 031.08 | 640. 44 95 | 102, 172, 845 7, 922 5, 
1918. .._. _| 12,003, 214. 07 3,6 , 820. 93 33 |103, 587, 955 35. 708 9, 
ae 20,5 771. 52 3 , O78. 56 53 (105, 003,065 | 36. 667 14, 
3 5, 407, 580, 251. 81 50 106, 418, 175 50. 814 215, 
| 4, 595, 357, 061. 95 72 \107, 833, 284 42. 612 217 
ae 3, 51, 083. 00 1.07 |109, 743, 000 29. 136 217 
ee 2, 621, 745, 227. 57 1.39 |111, 268, 000 23. 562 217 
| ia 2, 796, 179, 257. 06 1.24 112, 686, 000 24. 813 215 
1925 2, 584, 140, 268. 24 1.44 (114, 104, 000 22. 647 215 


See footnotes at end of table, p. 258. 
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Internal Revenue Bureau Table showing collections, 














OF 


er pe nd lures, 


1952 





population, tar 








per capia, cost of collecting and number of ¢ mployees, fiscal year 1866 to 
date—Continued 
Ni ™ ol ] vet 
Cost Populati 1 vo . te 
Fiscal Expenditure Collectio collect of United 
Tom ing $100 States 
= Bureau Fiel otal 
1926 $34,048,485 $2 835, GOO, 8Y2Z. 19 $1.23 115, 528, 000 $24. 549 4, 536 9, 797 14, 333 
1927 2 S65, OS , 129. 91 1.1 116, 043, 000 24. 50 ; SO] Q 13, 211 
1025 2 70, 535, 537. 0S 1.17 | 118, 364, 000 23. 475 tw] ) 12, 914 
1920 » O39. O44, 37 43 1.17 |119, 788, OOO 24. 4535 4, 5R4 &, 12, 273 
¥30 (040, 145, 733. 17 1.13 (121, 214, 000 25. O81 448 s, 11, 979 
1931 9 428, 228, 754. 22 1. 40 |124, 070, 000 19. 571 461 8, 11, 835 
1932 1. 557, 729, 042. 64 9.17 \124, 822, OO 12. 479 407 S, 11,716 
1435 0.031 22. Ws 1, 619, SOY 994. 30 1.85 125, 693, 000 12. 887 ~ S. il 24 
1934 mm KG, 225.7 9 30), 816, 308. 88 1. 25 | 126, 425, 000 18. 199 $11 SOG 11, 216 
193 $2,719 8. OO 2. 773, 213, 213. 94 1. 54 (127, 172, OOO 21. 806 75 12, 767 16, 523 
LUst 18, 065, 039. 27 448, 571, 174.59 1.39 | 128, 429, OOF 2). 85 74 l S11 17, 054 
1937 51 797 5 44 $653, 195, 315. 28 1.12 129,337, 000 25 07 4, G02 16, 546 21, 148 
103s 5S. 204, O50. 4 658, 765, 314 4 1.03 | 130, 200, O01 $3. 462 + 5NO 17. 465 2) O45 
139 S, HZ, WOES. Of 181. 573, 952. 5S 1.13 | 181, 173, 000 1 501 4. 202 18, 421 2) 62 
1940 »( 518. 41 40, 452, 346. 78 1.12 131, 640, 000 10). 568 2 | TR. 42% ») 492 
104 6 mY 527. 2 7 70, 108, 377. bt s\ l 212, OOO 26 $ 15) 23, 079 
142 73, 805, 704. 00 89, 177. 72 AA | 134, O82, OOO ”). 781 0 24, 73 
143 Qs, 568, 512. 00 $1. 482. 52 $4 136, 527. 000 62. 80. 4,37 1.06 
1044 120,416,545 Ooo ‘ > 991, 717 OO1. OS 9 138, O61 OOo SO. TUS 4 27 $1. Su 
1&4! 144,786,069. 35 | * 43. 675, 865, 945 25 139, 601, OOF ». 862 4,441 45,3 
Lit 174,055,640. 00 4 - O13, O8Y. ol } 140, 987, OOF a 144 "4 19 
104 203, 916, 822. 00 14 108, 385, 741. 65 > 143, 892, OO SY 4.771 18. O5Y 
1G48 183. 73 1b, OGO. Ol 41. 864, 542, 295. 40 $4 146, 571, Ob m5. H2t 4, O02 17, 481 
1949 299, 205, 715. OO 40, 463, 125, 018. 61 2 149, 215, 000 71.17 4 { 47.712 
1950) 250, 408, 200. 00 +e 131, 768. 0O » 151, 917, 000 6.4 { ) 1. 24 
1951 245, 869, 538. 00 4). 445, G86, 315. It 49 154, 353, OO 26, 820 4 O30 1 7 
i Exclus! of « t of prohit und naree forcemen 
2 Exclusive of pro! bit and irecotic personme I s perso! fiscal ¥ coneerne ¢ as 
follow 
Numi yf ¢ plovyes 
Fiseal year 
Burt Field Total 
1920 1h) 2, 142 2, 592 
1y2l ) 2 168 2 671 
1922 604 , O74 }, O78 
1925 687 2, G95 3, 382 
1924 OSs 2,6 4, 319 
1925 v2 a 765 
1¥2t 3 570 
1927 ij 
NOTE Prohibition and narcoth enforcement placed under separate Bur 1. effective Apr. 1, 1927 
Public Act No TAL, Oth Cong 
Excludes amount translt ed toPost Office Department to cove! ‘ ta my 
4 Excludes amount collec ed by Post Office Department fo! vehicles tax 
AppenpDix B 
\ASsACHUSETTS COMMITTEE FOR THI Hoover REPORT, 
Boston 3, Mass., January 21, 1952. 
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House Office Building, Washington, BE. ¢ 
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APPENDIX C 


THe SECRETARY OF THE TREASURY, 
Washington, January 15, 1952. 
Hon. Witiram L. Dawson, 
Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: Newspaper reports and comments evidence some 
basic misconception of the effect of the President’s Reorganization Plan No. 1 for 
the Bureau of Internal Revenue. This misconcepticn is that the President’s 
proposal would have the effect of turning over the operating functions now per- 
formed in the field by collectors of internal revenue to not more than 25 district 
offices, and hence deprive some localities of facilities now available to them. 

The President and I are both anxious that it be clear that existing functions of 
collectors of internal revenue, and additional functions not now available at the 
local level of each State will be performed at local offices with at least one such 
fully authorized local office in each State, and in more populous States more than 
one, 

The misconception as to maintenance of local collection offices apparently arose 
from the hasty conclusion that the newly proposed offices of district commis 
sioners, to number not more than 25, were to supplant local collection offices. 
The fact is that the district commissioners will be area officers, to effect more 
complete decentralization to the field of Bureau functions now performed or 
supervised in Washington. As part of this area decentralization, there will be 
deputy district commissioners, with at least one for each State, and in more popu- 
ous States more than one, who will take over the functions now performed by 
collectors in each State, and in addition bring to the taxpayer at the local level 
many additional services and functions that are not now available to him in his 
State. 

I can understand that the misconception on this important aspect of the plan 
may have arisen from the technical form in whieh the reorganization plan must 
be presented to the Congress. It was made clear in the statement of the President. 
issued on January 2, and again in his message to the Congress presented yesterday, 
that some of the basic structural changes contemplated in the reorganization must 
be effectuated by a plan of reorganization presented to the Congress, while other 
changes can be effectuated by use of reorganization powers of the Secretary of 
the Treasury under Reorganization Plan No, 26 of 1950. From the first an- 
nouncement of the plan by the President and in the information furnished to the 
Congress, it has been made clear that local offices will be retained not only to 
continue their existing functions, but to bring increased functions and responsi- 
bilities to the local area. 

Thus in the reorganization message presented by the President to the Congress 
yesterday, it was said: 

‘ek * * all essential collection enforcement and appellate functions can be 
provided for in each local area and under one roof so far as is practicable. Jt 

not proposed to discontinue any essential facilities which now exist in any local areas 
Rather the facilities will be extended and the service to taxpayers improved. 
These new arrangements should make it possible for the individual taxpayer to 
conduct his business with the Bureau much more conveniently and expeditiously.” 

Moreover in the statement of the President issued January 2, 1952, it was said: 
‘Taxpayers hereafter can look to the district commissioner or his local representa 
tive as the official in complete charge of all Federal tax matters in the district.”’ 

The local representative would be the deputy district commissioner, with at 
least one such office in each State, performing all the functions now perfermed by 
the collector and bringing additional functions to the local area, 

Reference to the explanatory material which was sent to you and other Members 
of the Congress under date of January 7, 1952, will further evidence this basic 
part of the proposed reorganization. In the statement with that letter, entitled 
“General Nature of the Reorganization Plan,”’ it was said: ‘‘The district com- 
missioners will carry out their responsibilities through direct line officer control 
of deputy district commissioners, with at least one such officer for each State, 
and in the more populous States more than one.’ 

The plan was conceived with the purpose of bringing greater convenience and 
greater facilities to the taxpaver at the local level; to provide at the local level 
functions to which the taxpayer must now have distant resort, such as to offices 
of revenue agents in charge, special agents in charge, appellate officers, ete. 

These offices and their functions are now scattered in varying districts over the 
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country, in fewer locations than contemplated through the new set-up of district 
commissioners and deputy district commissioners. 

I feel that this essential purpose of increased taxpayer convenience, plus the 
other advantages of the plan in an improved career service, more effective inspec- 
tion service, and greater decentralization of functions from Washington to the 
field with clear direct channels of responsibility, are sufficiently meritorious that 
it would be unfortunate if they were not made clearly understood at the outset 
in the consideration of the plan. 

Very truly yours, 
Joun W. Snyper, 
Secretary of the Treasury. 





ApPpENDIx D 


THE SECRETARY OF THE TREASURY, 
Washington, January 24, 1952. 
Memorandum for Hon. William L. Dawson, Chairman, Committee on Expendi- 
tures in the Executive Departments, House of Representatives: 

In response to your informal requests made to me and Commissioner Dunlap, 
the following is submitted: 

1. What effect would Reorganization Plan No. 1 of 1952 have upon the provi- 
sions of Executive Order No. 6166 of June 10, 1933, and section 512 of the Revenue 
Act of 1934? 

Reorganization Plan No. 1 of 1952 would have no effect upon the provisions of 
Executive Order No. 6166. The only effect the plan would have on section 512 
of the Revenue Act of 1934 would be the one which appears clearly upon its face; 
that is, to change the method of appointment of the Assistant General Counsel 
assigned to the Bureau of Internal Revenue. 

2. What are the grades of the 13 collectors of internal revenue and 4 acting col- 
lectors who have civil-service status? 

Twelve of the thirteen collectors are in grade GS—15 and one is in grade GS-14. 
All four of the acting collectors are in grade GS-15. 

Jonn W. Snyper, 
Secretary of the Treasury. 


Xx 














